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Above, Barber 324-B Automatic Con- 
version Burner. Tested and certified 
by AGA Laboratory under new listing 
requirements. No. 49-113-B Barber Automatic Burner Assem 


For Top Performance— 
Use Barber Automatic 
Conversion Burners 


PERFECTED DESIGN: Why experiment with unproved burners? Barber units 
are tested in many thousands of installations over a thirty year period. That 


means trouble-free operation, fewer complaints, returns, and service 
charges. 


OUTSTANDING EFFICIENCY: Famous patented Barber air-activated jets 
(available in no other burner) assure the most intense heat with a true 
"scrubbing" flame action on all walls of fire-box. 


DIRECT ACTION: This flame is applied direct to walls of combustion chan: 
ber—no refractory, no spreader. 


GREATEST ECONOMY: Thorough combustion gets the most from the fuel, 
the most from the equipment. Also, a Barber job requires minimum installa- 
tion cost. You can even, in many cases, use the existing automatic controls, 
if the owner has them. 


FINEST CONTROLS: The best precision automatic equipment obtainable. 


TAILOR-MADE FIT: Barber models are furnished in proper sizes for all 
round or oblong furnaces or boilers, and are further adjustable to correctly 
fit all grate dimensions. Recommend and install genuine Barber Burners. 


Ask for complete Catalog of Appliance Burners, Conversion Burners and Regulators 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, 0 


BARBER BURNER: 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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OUTSTANDING ACCEPTANCE 


Already, as shown on the chart above, I 
revolutionary new method of coal-firing has 
selected for a total of 19 boilers with agg 
Steam capacity of more than 10 million px 
per hour . . . sufficient to serve over a millic 
of new generating capacity. Lower boiler m 
nance, greatly reduced fly-ash emission, simp 
ash-handling, effective utilization of low4 
coals, safety in operation, and elimination of 
and expensive auxiliary equipment, are some 
outstanding advantages that account for th 
mediate popularity of this amazingly better 
method, 





HARTING PROGRESS 


jatest report on applications 


f this 
and advantages 0 
revolutionary firing method 


RANGE OF APPLICATION _ 
The 54 B&W Cyclone Furnaces now installed or on 


order are designed to serve Radiant and Open-Pass units 
with heurly steam capacities ranging from 180,000 


to 830,000 pounds; design pressures to 2125 psi, and 
temperatures to 1050 F. Reheat and pressurized fur- 
naces are other features of some of these outstanding 
jobs. Fuels range from North Dakota lignite to West 
Virginia Pocahontas, oil and gas, burned sepatately ot 
in combination, ony 
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F private power companies dedicated 
their new plant facilities as often as 
the Federal government, their top offi- 
cials might have some difficulty finding 
enough time to do much else. When we 
stop to think of the enormous investment 
private power industry has made, is mak- 
ing, and will make, during the whole 
postwar period, one realizes that private 
dedication ceremonies (at the rate of a 
half-dozen per plant) would be running 
into hundreds. One need only consider 
the industry’s postwar expansion pro- 
gram of $9 billion to appreciate this fact. 


But while private power companies 
do not take time out from public service 
for such a multiplicity of dedications, 
there is much encouragement in the 
thought that the program is going ahead 
at top speed. This should be a heartening 
note for the members and guests of the 
Edison Electric Institute, now assembling 
for their eighteenth annual convention at 
Atlantic City. We have specially de- 
signed the cover and contents of this 
issue to be of particular interest to the 
thousands of electric utility people as- 
sembling for the great national meeting. 
We trust that they will bring away from 
Atlantic City with them a renewed spirit. 
































JOHN EDGAR HOOVER 


LMER L. LINDSETH, president of 

the Edison Electric Institute, whose 
article deals with the theme of the jobs 
which electric companies still have to do, 
leads off this special issue. Mr. Linp- 
SETH hardly needs further introduction 
to the readers of these pages. 

* -. ¢ 2 


Fyre president of a national asso- 
ciation is the author of the second 
feature article in this issue, COMMISSION- 
ER Harry M. MI ter of the Ohio Public 
Utilities Commission, who may be better 
known to our readers in his capacity as 
the president of the National Association 
of Railroad and Utilities Commissioners. 
Born in Gallia county, Ohio, in 1903 
and educated at Ohio Wesleyan Univer- 
sity and Ohio State University, College 
of Law, he was admitted to the Ohio bar 
in 1926. After some general and state 
public practice in Gallia county he be- 
came executive secretary to Governor 
Bricker in 1939, by whom he was ap- 
pointed to the Ohio Public Utilities Com- 
mission in 1941. He was chairman of 
that commission from 1947 to 1949. 
* * * * 














































- would seem almost presumptuous for 
us to introduce to our readers the 
author of the article entitled “Security 











ELMER L. LINDSETH 
JUNE 8, 1950 
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Has your financing program 
kept pace with the times? 


®@ Quite a change from the stately 
old windmill to a modern power 
plant. And from the capital markets 
of former years to those of today. 

Has your organization a com- 
prehensive program geared to 
present-day financial conditions? 
Are your financing methods and 
your approach to the financial 


ONE WALL STREET 
Capital Funds over $118,000,000 


community keeping up-to-date? 

If you would like to discuss these 
questions or others in connection 
with your business, the specialists 
in our Public Utilities Department 
will welcome the opportunity. 
They are fully qualified to give 
the expert guidance which may 
be of assistance to you. 


GnusT 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 


WituiaM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. WatKker—Vice President in Charge ~* 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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on the Home Front” (beginning page 
732). Joun Epcar Hoover, director of 
the Federal Bureau of Investigation, was 
born in Washington, D. C., in 1895 and 
educated at George Washington Univer- 
sity (LL M, ’16; LL D, ’17). He has 
received honorary degrees of Doctor of 
Law from nearly a score of leading uni- 
versities. He entered government serv- 
ice as a Federal attorney with the Depart- 
ment of Justice in 1917 and was made 
director of the Federal Bureau of In- 
vestigation in 1924. 


* * * * 


P. LIVERSIDGE, veteran public util- 
e ity executive, whose article on 
looking ahead with the electric utilities 
begins on page 745, is another figure too 
well known, in the electric industry, to 
warrant formal introduction in these 
pages. Born in Norristown, Pennsyl- 
vania, in 1878, he became a graduate of 
Drexel Institute of Philadelphia, special- 
izing in electrical engineering. He joined 
his present organization in 1898 when it 
was known as the Edison Electric Light 
Company. During his career of more 
than a half-century he rose to the post of 
president of the Philadelphia Electric 
Company and allied companies in 1938. 
He is now chairman of the board of that 
organization. 


* * * * 


pene another “big city” electric utility 
executive of national reputation is 


H. P. LIVERSIDGE 
JUNE 8, 1950 


(Continued) 


HARRY M. MILLER 


James W. Parker, president and gen- 
eral manager of Detroit Edison Com- 
pany, whose article on the “Public In- 
formation Program” begins on page 753. 
Mr. PARKER was born in Auburn, New 
York, in 1886 and educated at Cornell 
University (ME, ’08). He first went 
into the electric utility business in IIli- 
nois and Indiana, joining the Detroit 
Edison Company in 1910. He has been 
president of that organization since 1944. 


* * « * 


| Sopa os P. ScuMipT, whose article 
entitled “The Welfare State in Mo- 
tion” begins on page 758, holds de- 
grees from three institutions, North Cen- 
tral College (Illinois), University of 
Toronto, and the University of Wiscon- 
sin. He has taught in four universities: 
Marquette University, University of 
Wisconsin, University of Oregon, and 
University of Minnesota, where he 
taught for a number of years before be- 
coming chief economist for the United 
States Chamber of Commerce in Wash- 
ington, D. C. He is the author of several 
books and numerous articles on business 
economics. 


THE next number of this magazine 
will be out June 22nd. 


tS , bglitttie 
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What's the current outlook for your company? 


Neen of your consumers’ bills now 

may disclose certain trends that will be 
of considerable value to you in planning your 
rate and promotional programs. 


Let us prepare such consumers’ usage data 
for you. 


After all, we can analyze your bills in % the 
usual time .. . and at approximately %4 the 
cost of having them done in your offices by 
your own people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


Send for FREE booklet 


“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. Send for it 
now. 


This Bill Frequency Analyzer—developed especially -for 
utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 
x 


THE POWER OUTLOOK ON THE ST. LAWRENCE-NIAGARA FRONT 
Although dormant for some months, recent developments have 
brought the St. Lawrence-Niagara power situation back into the 
news. The position of the state of New York and the treaty 
relationship between the Federal government and Canada 
present a complicated picture, in view of the plans and opera- 
tions of private electric companies in the New York state area. 
J. Louis Donnelly, of the staff of the New York Journal of Com- 
merce, gives us an analysis of the over-all St. Lawrence-Niagara 
situation. 


THE PROBLEM OF DEPRECIATION DEDUCTION 

New definitions of depreciation have been coined to accom- 
modate the purposes of those fostering a particular brand of 
rate making. Ralph M. Besse, vice president and general counsel, 
the Cleveland Electric Illuminating Company, has written an 
account of the equitable problem presented by the full deduc- 
tion of a depreciation reserve in the determination of a rate 
base. He suggests that we shall not accept the fallacious as- 
sumption that depreciation is precisely measurable by account- 
ing formula for the amortization of costs. 


METHODS OF SELLING UTILITY COMMON STOCKS 
Selection of the one best method of selling common stock of a 
utility can be of great importance and depends to a considerable 
extent on the situation of the utility in question. Marvin Chandler, 
utility security analyst, outlines the most appropriate methods 
of setting up utility common stock for sale. It is a gradually de- 
veloping art of the new and better techniques arriving every 


day. 


CO-OP TAX EXEMPTION 
Garner M. Lester, president of the National Tax Equality As- 
sociation, writes on the inequity of co-op tax exemption, es- 
pecially as it applies to co-ops in the public utility field. The 
author discusses the several popular misconceptions concerning 
special tax privileges, in general, and as they apply to co-ops. 
He takes the stand that apologists for the codperatives are in- 
clined to ignore certain Treasury rulings which give these 
economic institutions an unfair advantage over their fully taxed 
competitors. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Public Utility Securities 


Tue First Boston CorporartIon is especially qualified by 
experience to be of service to all those interested in the 
origination of new issues of public utility bonds, preferred 
and common stocks, and in the purchase or sale of outstand- 
ing securities. 

Throughout its history this firm has been a major under- 
writer of new utility issues. Men with years of training and 
with extensive facilities at hand are available to assist 
companies in planning financing, developing programs and 
marketing issues either publicly or privately. 

Our Trading Department maintains continuing markets 
in many existing issues and has facilities to provide a 
national market for such securities. 

Officers of the Corporation will be pleased to discuss any 
phase of public utility finance with interested parties. 
Your inquiries are cordially invited. 


FIRST BOSTON 
CORPORATION 


New York Boston PirTsBURGH CHICAGO 
PHILADELPHIA CLEVELAND San FRANCISCO 


Untrep States GovERNMENT SECURITIES + INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT Bonps + State, MUNICIPAL AND 
Revenve Bonps -_ InpustrRiAL, Pusiic Utitity anp RaiLroap Bonps 
AND Stocks +: BANK AND INsuRANCE CompANny STOCKS 
CANADIAN AND Foreicn Bonps 


Underwriter - Distributor + Dealer 














CBaoukelle CEaeke 


“There never was in the world two opinions alike.” 


—MOoNTAIGNE 





Epitor1AL STATEMENT 
America, Alabama, Dixie- 
American. 


Harry F. Byrp 
U. S. Senator from Virginia. 


W. E. REYNoLpDs 
Commissioner, Public Buildings, 
General Services Administration. 


Ancus MacDonaLp 
Premier, Nova Scotia. 


Frank W. ABRAMS 
Chairman, Standard Oil Company 
(New Jersey). 


James H, Pipkin 
Assistant to board chairman, 
Texas Company. 


CuHartes E, Wiitson 
President, General Electric 
Company. 
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“Just as the night follows the day, so government aid 
to the individual is followed by government control of the 
individual.” 


* 


“It is apparent that the Federal government is headed 
toward an extended era of chronic deficit spending which 
may continue until the public debt crushes us into na- 
tional insolvency.” 


* 


“Construction funds of all public agencies, Federal, 
state, or municipal, have a common ancestry. This always 
is referred to in the singular as the tax dollar, but well we 
know it to be plural.” 


¥ 


“I wish to record my personal view that the system of 
state ownership and control is not compatible with the 
democratic principle. You may follow the democratic 


spirit in the beginning, but a lot of people don’t see the 
implication of what they are doing.” 


* 


“I earnestly believe corporations are growing in de- 
mocracy. They are sensitive to the needs and desires of 
the public. But until their forward movement in this 
direction is more generally appreciated, even preposterous 
attacks on them will be widely believed.” 


, 


“All that we have to do to lose our freedom is to do 
nothing. We should be aware of our freedom, of the 
dangers of losing it. We should take part in everyday 
operation of democracy, and point the way for even 
greater achievement in the future if we adhere to the 
principles of the past.” 


5 


“The arguments of those who complain at the bigness 
of big business are more fear than fact. The fact is that 
bigness has been good for American industrial society. 
. . . Working together for several generations we have 
created a fruitful pattern which only the foolhardy and 
the ignorant would now discard.” 


12 
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Blyth Distribution 


Nationwide, coast to coast distribution facilities 
have enabled Blyth & Co., Inc. over the years to 
play an outstanding part in effecting nationwide, 
coast to coast ownership of public utility securi- 


ties in this country. 


As an Underwriter of and a Dealer in public 
utility bonds, preferred stocks and common 


stocks, we offer our facilities. 


Blyth & Co., Inc. 


New York ¢ SAN FRANcIsco @ CHICAGO © Los ANGELES ® SEATTLE ® PORTLAND 


Boston © SPRINGFIELD @ PHILADELPHIA ® PITTSBURGH ® CLEVELAND ® INDIANAPOLIS 
LOUISVILLE @ DeTrorr @ MINNEAPOLIS ® Houston @® DaLttas ® SPOKANE 


OAKLAND © EUREKA @ SACRAMENTO @ FRESNO ® SAN JosE ® PasADENA ® SAN D1EGO 
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CuHartes F. KetrerinG 
Research consultant, General 
Motors Company. 


Wattace F. BENNETT 
President, National Association of 
Manufacturers. 


Epwin G. Nourse 
Former chairman, Council of 
Economic Advisers. 


Harvey S. Firestone, Jr. 
Chairman, Firestone Tire & 
Rubber Company. 


Epitor1AL STATEMENT 
The Wall Street Journal. 


Dwicut D., EIsENHOWER 
President, Columbia University. 


Criype ELLIs 
Executive manager, National 
Rural Electric Coéperative 
Association. 
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“Recent surveys made by industry and government 
geologists indicate that the western hemisphere has 
ample supplies of fuel either in the form of petroleum, 
natural gas, coal, lignite, or oil-bearing shale to meet our 
requirements for centuries to come.” 


> 


“The ascending spiral of greatness in America has risen 
because industry has produced wealth, which in turn has 
supported educational institutions, which in their turn 
have supplied leadership to industry in order that with 
each succeeding generation it might produce more 
wealth.” 


* 


“If we are to maintain the march of economic progress 
we must, in private business and politics, display indus- 
try and prudence. We must realize that we can’t get more 
out of the economic system than we put into it. Monetary 
and fiscal tricks have no power of magic, but are a slip- 
pery road to misery.” 


> 


“Let us set everybody straight about the matter of 
profits. Let’s correct the idea which has been spread by 
soapbox orators, wily subversives, and well-meaning but 
misled reformers that the workers get the smallest share 
of the income which manufacturing produces and that 
the owners get fabulous amounts.” 


> 


“When the people think at last taxes can be held at the 
prevailing rate, they will find that government always has 
still more plans for them. There will be always new taxes, 
but there will be continuing deficits, too. The people will 
find they can never catch up with the power aims of the 
state. For those aims are limitless.” 


> 


“As we face our problems today and consider their na- 
ture we measure the severity of those problems with the 
degree that we have drifted away from the simple prin- 
ciples with which we began. We can recognize the degree 
we have changed when the definition of a liberal is a man 
in Washington who wants to play the Almighty with our 
money.” 


5 


“Our organizations have never engaged in partisan 
politics. They must never do so—but that does not mean 
we should not actively support our friends and oppose 
our enemies, regardless of party. In every state and con- 
gressional district where power was made an issue in the 
campaign two years ago, as far as I know, the people 
won. We can help them win again. Our job of electrify- 
ing rural America is far from finished . . . and we must 
have the active participation of every farm leader and 
every farm family all the way from the meter box to 
the ballot box.” 
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PUBLIC UTILITY 
BONDS AND STOCKS 
OWNED ON DEC. 31, 1949 
BY INSURANCE COMPANIES 
Who are the largest investors in Public 
Utility Securities 


®@ Complete data on all bonds 
and stocks owned by over 

950 insurance companies . . . 
indexed under separate 

issues . . . full description of 
issue, name of beneficial owner 
. . . par value of number 

of shares. 


@ Available in two editions; 
Public Utility Holdings of 
Insurance Companies $40.00 
All Corporate Holdings of 
Insurance Companies $150.00 


UNITED STATISTICAL 
ASSOCIATES, INC. 


133 FRONT STREET, NEW YORK 5, N. Y. 
PHONE: BOwling Green 9-5776-5769 











PLAY SAFE 

WHEN SELECTING 
YOUR ROPE— 
USE FITLER BRAND 


Pp ee 


Waterproofed Manila Rope. It has a 
High Dielectric Strength and is ideal 
for use where dependable service 
must be maintained. 


Look for the Blue 
& Yellow Regis- 
tered trade mark 
on the outside of 
54" diameter and 
larger sizes and on 
the inside of small- 
er sizes, 


The EDWIN H. FITLER Go. 


PHILADELPHIA 24, PA. 
SOLD BY DEALERS EVERYWHERE 








—"where to 
this Summer?” 


Reddy Kilowatt suggests 
Eastern Maine 

a land of recreation and 

scenic beauty within easy 


commuting distances. 


BANGOR 

HYDRO 

ELECTRIC 
co. 


MAIN OFFICES 
33 STATE ST., BANGOR, ME. 
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ITUS STATION 


ETROPOLITAN EDISON COMPANY 

















The C-E Unit illustrated here is one of two such units now in 
process of erection for the Titus Station of the Metropolitan Edison 


Company at Reading, Pennsylvania. 


Each of the units will serve a 75,000 kw turbine generator 
operating at an initial steam pressure of 1450 psi and a tempera- 
ture of LOOOF reheated to 1000F. 


The units are of the radiant type with a reheater section located 
between the primary and secondary superheater surface. A finned 
tube economizer is located below the rear superheater section, 
and regenerative air heaters follow the economizer surface. 


The furnaces are fully water cooled, using closely spaced plain 
tubes throughout. They are of the basket-bottom type, discharging 
to sluicing ash hoppers. 

Pulverized coal firing is employed, using bow! mills and tilting 
tangential burners. Arrangements are provided for the use of oil 
as an alternate fuel when and if required. B-403A 


COMBUSTION ENGINEERING— 
SUPE 


RHEATER, INC. 


N7AVENUE * NEW ORK 












ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Upilities 
in every 


Nhat cut costs 
department 
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Every system, every machine on these pages is cutting 
costs right now in the offices of many public utilities. We 
know what the public utilities need—since for over 
fifty years we have been supplying those needs. The 
quickest, easiest way for you to utilize this fund of cost- 
cutting experience is to send for the free booklets listed 
here which interest you most—all of them if you like. 
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New—the Multi-Plan Bookkeeping Safe-Desk. Here 
is real, measurable economy for you in motion saved, 
time saved, space saved. This Safe-Desk provides space 
for your ledgers, cashier’s coupons, meter books, con- 
trols. And since it gives certified protection from fire at 
point-of-use . . . you need not transfer records at close of 
day. Ask for Booklet SC-661. Use coupon below. 


Efficient customer billing and bookkeeping begins with 
properly designed meter-reading forms. Remington Rand 
specialists can design forms, sheets, and binders that 
greatly simplify: 1. Recording of consumption by the 
meter reader ; 2. Recording of changes by the bookkeeper ; 
3. Visual pick-up of readings and consumption by the 
biller. Ask for Booklet LL-142. Use coupon below. 


The Customer Service Counter-Desk. It’s a 3 purpose 
unit . . . ideal for one and two clerk offices. Combines 
in one compact unit the necessary Cashier’s counter, Fire- 
resistive Safe, and Customer Contact Desk. Provides am- 
ple space for customer records, service orders, ledgers, 
meter books, etc., and protects them from fire 24 hours 
a day. Ask for Booklet SC-638. Use coupon below. 


sg eu eaeeene a acetate cel aan ian it 


Remington. Feared The First Name in Business Systems 


Management Controls Library, Room 1594, 315 Fourth Avenue, New York 10, New York 
Kindly send me at once, without obligation, each of the FREE Booklets checked. 

CJ SC-661 (C LL-142 (0 Sc-638 CJ LL-199 ( TM-217D 
Name Firm 
Address 
City Zone State 











Simplified Billing with Multi-Matic for the small util- 
ity office. Multi-Matic cuts clerical time in half. One writ- 
ing gives you bill . . . ledger . . . journal. The gain in 
accuracy is great: one writing . . . three copies . . . no 
transcription. Send for Booklet LL-199. Use the coupon. 


The Multi-Control Reproducing Punch. This “Robot 
of Punched-Card Accounting” brings increased speed to 
many operations hitherto performed by hand, or by other 
tabulating machines. As utilities use it in billing, it trans- 
fers information from master cards to matching detail 
cards . . . makes entries at the rate of 24,000 per hour! 
Write for Booklet TM-217D. Use the coupon. 


Copyright 1950 by Remington Rand Inc. 
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ANNOUNCING 


FOR MERCHANDISING ACCOMPLISHMEN} 





ln announcing the Hughes Award for 1950, Hotpoint again looks 
at Tomorrow Today. Hotpoint believes that the advancements 
made today in the field of electrical appliance merchandising will 
be reflected tomorrow in better living for American people. 

Each progressive merchandising step reaps its reward in the strengthen- 
ing of the bond between the users of electricity and the makers of 
electricity. Adroit merchandising keeps alive the spirit of both coop- 

eration and competition, without which, progress is impeded. 
As the electrical industry moves forward, so does its service to its 
customers. Skillful merchandising then, is the implement by which 

greater values are placed in its customers’ hands. 


And so, Hotpoint again is proud to announce the 1950 Hughes Awards. 


“Through the continued sponsorship of these Awards, 
Hotpoint foresees recognition of far greater accom- 
plishment than the years just past have offered. The 
Hughes Awards of the future will record an era of elec- 
trical living that, as of today, has only barely started.”’ 
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, The 1930 Hughes Awards 


ELECTRIC UTILITY COMPANIES 
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A full description of the 1950 Hughes awards, their purposes 
and their prizes will be sent upon request. Write Utility Division, 
Hotpoint, Inc., 5600 W. Taylor Street, Chicago 44, Illinois. 
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The expansion of the 

Riverside Generating 

Station located on the 

Mississippi River near 

Davenport, Iowa, is 

symbolic of the 
growth of this Company as well as of 
the area served. 


During the strenuous war and post- 
war years, it was this generating sta- 
tion which carried the major portion 
of the load in keeping ahead of the 
demand for electric power throughout 
the Quad-Cities area. 


Since completion of the first section 
in 1925 the maximum generating capa- 
bility has been increased from 27,000 
kw to 137,000 kw. The largest addi- 
tion was made last fall when 58,000 











kw of generating capacity was put in 
service at a cost in excess of $7,000,000. 


In providing electricity for thriving 
industrial and farm areas in western 
Illinois and eastern and central Iowa, 
the Company operates four generating 
stations of 212,000 kw maximum ca- 
pacity interconnected by 201 miles of 
161,000 volt and 9 miles of 69,000 volt 
transmission line. 


Expenditures now being made for 
additional improvements are keeping 
pace with the growth of the areas 
served. They will insure the continued 
adequacy of electric power supply. 


IOWA-ILLINOIS GAS 
AND ELECTRIC CO. 
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Pruptic utility companies have used 
to advantage the financial knowledge of 
Harriman Ripley & Co., Incorporated for 
detailed studies and recommendations as 
to their financial structures and for nation- 


wide underwriting of their capital needs. 

The experience and facilities of our 
organization are available to serve the 
industry in every phase of public utility 


financing. 


Harriman Ripley & Co. 


Incorporated 


63 Wall Street, New York 5, N. Y. 
BOSTON : PHILADELPHIA . CHICAGO 


Representatives in other Cities 
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Protection 


that doesn't cut off light, air or vision 


For Windows, Doorways, Corridors 


This all-metal barricade guards any opening with a cur- 
tain of rugged steel rounds and links. Yet it doesn’t cut 
off light, doesn’t block vision, doesn’t impede ventilation. 
It can be lowered into place or raised out of the way in 
a matter of seconds! It offers convenient protection with- 
out loss of architectural beauty. As the pictures here 
testify, it’s the ideal way to prevent trespassing in areas 
where the public assembles, or wherever it is desirable 
to block off certain, sections of a building. 


Kinnear Rolling Grilles open straight upward and 
coil into a small, out-of-the-way space above the 
opening. No usable floor or wall space is wasted. In 
many installations, the mechanism on which the 
Grilles coil when opened can be concealed within the 
lintel construction. 


Kinnear Rolling Grilles are made to fit any size win- 
dow, doorway, corridor, stair-well, elevator shaft or 
other opening. They can be equipped to operate 
manually, mechanically (by chain or crank) or elec- 
trically. Easily installed in old or new buildings. 
Write for complete details. 


The KINNEAR Manufacturing Co. 


eee 
1742 Yosemite Ave., San Francisco 24, Calif. 


Ohio 


Offices and Agents in All Principal Cities 


une | 
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and plenty of it... 


FOR IMMEDIATE DELIVERY 


In anticipation of industry's future needs for electric power, the AG&E 
System is spending $340,000,000 over a five year period for new gen- 
erating plants and facilities. But we also have all the power industry 
needs right now ... today. 


Fact is, we have men out constantly, calling on industries, homes and 
farms in person, selling them power “for immediate delivery." 


Through printed advertising like this, we're telling our present customers 
that we have power for sale ... more power than they're now using .. . 
extra power they could use to their own advantage. 


There is no power shortage in the area we serve. Greater demand, yes. 
The demand's been greater every year since the war. But every year 
we've met the demand in full. We have power for sale aplenty. 


AMERICAN GAS AND ELECTRIC COMPANY 
AND ITS OPERATING SUBSIDIARIES: 
Appalachian Electric Power Company Kingsport Utilities, Inc. 


Indiana & Michigan Electric Company The Ohio Power Company 
Kentucky and West Virginia Power Company, Inc. Wheeling Electric Company 
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Potomac River Generating Station 


.».- now in operation! 
On the banks of the historic Po- 


tomac in Alexandria, Va., stands 


Pepco’s newest power-producing 
giant. Two 80,000 KW generating 
units are now installed. Ultimately 
it will have five such units and this 
single plant will have a capacity 
almost equal to that developed for 


the entire system during its first 


Today, thanks to the foresight and 
efficiency of business-management 
. . - the skill of Pepco’s 2800 em- 
ployees ... the confidence of 
Pepco’s thousands of stockholders, 
the Capital’s million and a half 
residents are assured of adequate 


power for still further growth. 


Best of all, Pepco’s customers 


continue to enjoy one of the lowest 





half century of “Match- 


less Service”. 


Me 





residential electric rates 


in the Nation. 








POTOMAC e« 


ELECTRIC «© POWER * COMPANY 
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SELDOM AABMIHERE BEEN such an opportunity 
for those who invest for income as exists 
today through the ownership of shares of the 
country’s operating utilities. These stable 
enterprises offer geographic diversification 
and yields of 5 to 7% for your funds. 

The following factors make these securities 
an exceptionally attractive means of build- 
ing your personal pension plan: 

(1) A favorable outlook for expansion of gross 
earnings—due to an increasing number of 
customers and increasing use per customer. 

(2) High credit rating—most operating com- 
panies can finance economical new plants 
at low interest rates. 


t 


Own An Interest 
In the Company 
That Brings 


Electric Servants 
Into Your Home 


(3) Corporate structures and property valuation 
are conservative. 

(4) Liberal dividend yields—with conservative 
relation to earnings. 

As brokers and dealers we specialize in 
helping investors to select sound securities 
for investment such as these operating utility 
companies. We will be pleased to furnish 
complete information about current oppor- 
tunities and invite you to write to the In- 
vestment Service Department. 

Note to Operating Utility Executives: 
As underwriters, our services in the 
distribution of your securities, our 
research facilities and the experience 
gained over several decades, may prove 
helpful to you. We invite your inquiry. 


KIDDER, PEABODY & CO. 


Established 1865 
Members New York Stock Exchange 


17 Wat Street, New York 5, N. Y. 


PHILADELPHIA 


CHICAGO 
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SOME FORESIGHTED 


ELECTRICAL APPLIANCE MANUFACTURER 


SHOULD LOOK AT ALABAMA 


The South is “electrical country”—with few exceptions the average 


annual use of electricity in homes is much greater than the national average. 


With adequate power supply sold at reasonable rates, and with an 
electrical-minded population, there is every indication that the South will 


continue to have a high “per family” electric power use. 


This vast market awaits the electrical appliance manufacturer who will 
establish branch plant operations in Alabama—the center of the large 
Southern area in which this market exists. In Alabama are all the essentials 
for successful appliance manufacturer—steel and other basic materials, 


intelligent workmen, ample power supply and adequate transportation. 


Our Industrial Development Division will, as in the case of other 
industries with which we have been privileged to consult, keep your 
inquiry in strictest confidence, and will, without 
obligation, be of whatever assistance possible in 
your studies of Alabama—the center of one of the 


largest electrical appliance markets in the nation. 


ALABAMA POWER COMPANY 


HELPING DEVELOP 
ALABAMA 
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Readings Automatically Transcribed 


100 Meters a Min 


This man is recording a meter reading on 
an IBM Card with just a few, simple pencil 
marks. These marks are the only manual oper- 
ation necessary for performing your billing faster 
than ever before. No chance for errors due to 
faulty transcription or subtraction, or to illegible 
writing. No chance for errors in any manual 
processing—because the figure-indicating marks 
are sensed electronically and translated into 
punched holes by an IBM machine. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


This automatic mark sensing by a 
IBM machine will help you pre 
pare regular and irregular bills a 
high speed. For more informatiot 
on low-cost Public UtilityAccount 
ing, send in the coupon below 


portman ee 


IBM, Dept. E 
590 Madison Avenue, New York 22, N. ‘i 
Please send me the following booklets: 


(] General Accounting for Electric, Ga 
and Water Utilities 

() Customers’ Accounting for Electric, G 
and Water Utilities 


Name 





Company 





Address. 
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More electricity for more people at low cost... 


The Port Washington Power Plant of 
Wisconsin Electric Power Company will 
represent an investment of $47,500,000 by 
the end of the year when the fifth and last 
80,000 kilowatt unit is completed. This unit 
with numbers three and four placed in op- 
eration in 1948 and 1949 respectively, in- 
creases the plant capacity by 150%. That 
means — more electricity for more people. 


Port Washington is not only bigger, but 
it’s better, too. As each new unit came on 
the lines, the entire system efficiency was 
improved. The average BTU’s per net gen- 
erated kilowatt-hour for the year 1949 was 
about 13% less than in 1935 when unit 
Number One was placed in operation. That 
has meant lower cost electricity for our 
customers. 


Yes — to our treasury Port Washington 
means an investment of $47,500,000 — to 
our engineers it means total installed ca- 
pacity of 400,000 kilowatts and greater sys- 
tem efficiency. 

But to our customers it means plenty of 
low-cost electricity for homes, farms, com- 
merce and industry. 





ENTIRE ELECTRIC SYSTEM 

AVERAGE 6.1.U. PER NET GENERATED 
K.W.H,, ALSO SHOWING 
EFFICIENCY OF 

PORT WASHINGTON POWER 
PLANT COMPARED WITH ENTIRE 
SYSTEM IN 1949. 


PORT WASHINGTON 
POWER PLANT ONLY 








WISCONSIN ELECTRIC POWER COMPANY 


Milwaukee, Wisconsin 
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Making service calls or making deliveries.,, 
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NEW INTERNATIONALS 


with ‘Metro bodies save you money! 


Here are 7 reasons why the announcement 
of new versions of America’s most popular 
multi-stop delivery truck is good news to 
your pocketbook: 

1. New Metro body improvements—wider 
front doors, lower floor height, more interior 
height—simplify loading and unloading. 

2. New driver conveniences include maxi- 
mum visibility, easy ventilation control, com- 
fortable seating, and simplified driving control 
location. 

3. New maneuverability and ease of steering 
—thanks to the new steering system and 
wider-tread front axles. 


4. New smart styling throughout adds to the 
unit’s advertising value and usefulness. 

5. New Silver Diamond Engine. $10,000,000 
investment by International in better engine 


ALL NEW, ALL PROVED 


INTERNATIONAL 


INTERNATIONAL HARVESTER COMPANY 


performance pays off for you in new power 
and economy. 


6. New heavy-duty engineered International 
chassis. The same heavy-duty engineered 
values that kept International first in heavy- 
duty sales for 18 years can now cut the cost of 
your delivery operation. 


7. New models ranging from 5,400 to 10,000 
lbs., GVW. 734, 942, and 12 foot bodies. 


You'll be money ahead to see your nearest 
International Truck Dealer or Branch. 


* Metro. Registered trade mark of The Met- 
ropolitan Body Company, Inc., subsidiary 
of the International Harvester Company. 


International Harvester Builds Q 
McCormick Farm Equipment and Farmall 
Tractors .. . Motor Trucks Ki 
Industrial Power . . . Refrigerators and Freezers 


Tune in James Melton and “Harvest of Stars” 
NBC, Sunday afternoons 
CNTERNATIONAL ) 


ww TRUCKS 


CHICAGO 
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\F PRIDE and PREJUDICE! 





T’S PRIDE THAT NEEDS NO APOLOGY . . . that comes from a job 


I 


nience, comforts and savings to more and more people. 





well done . . . from the satisfaction of bringing new conve- 


It’s a just pride really . . . the kind that any one of a thou- 


sand public utilities across the land can claim. 





Because their job, yours, isn’t easy—consists of a great many 


varied and complex problems. 








We can't solve them all, of course. But here at Merrill Lynch, 
we are prejudiced enough to feel that on questions of financing, 


anyway, you might find good use for our services. 




















Last year, for instance, we helped forty or fifty firms in your 
business to raise millions of dollars in much needed funds. Funds 
that meant continued expansion . . . fresh working capital . . . 


the retirement of debt. P 


Sometime soon, similar problems might face you. At that 
time, you might find it profitable to discuss the most practical 
method of meeting your needs with our Underwriting Depart- 
ment. We'll be happy to give you any assistance we can—with- 


out obligation, of course. Just contact— 


Underwriting Division 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


70 PINE STREET NEW YORK 5, N. Y. 
Offices in 98 Cities 
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But you can’t mistake “CHEESE” for “CHIEFS” on Disc Edison Voicewriter 


MoreTime Gained-More Work Done 


WHEN EAR-TUNED JEWEL-ACTION GIVES YOUR WORDS “LETTER PERFECT” TRANSMISSION 


How much do mistakes in written com- 
munications cost you.in time, in money? 

No such errors with Disc Edison Voice- 
writer—the instrument that adds the 
understandability of direct dictation to 
the convenience of machine dictation. 

Your words arrive at their destination 
without error, without delay, because 
every sound is clearly defined. 





YOU SAVE BUSINESS TIME 


Disc Edison Voicewriter is engineered 
for complete understandability—more by 
far than any other instrument. 


Exclusive Ear-Tuned Jewel-Action 
faithfully preserves “high-frequency” 
sounds. Each s, th, 2, f is clearly distin- 
guished. No mistaking “three” for “free,” 
“shell” for“sell.” Your secretary gets your 












dictation “letter perfect”—saves time for 
you, saves time to help you. 

No other instrument matches Edison uw 
derstandability—only Edison has Ear 
Tuned Jewel-Action. 

Write us for the helpful free booklet, 
“Don’t Work So Hard.” Address Thomas 
A. Edison, Incorporated, 45 Lakeside 
Ave., West Orange, N. J. 


For free demonstration, 


Toronto 1, Ontario. 


une 8, Is 


In 1949, 
generati 
built in 
history. 
up with 








An 


phone “EDIPHONE” in your The wk 
city or write Thomas A. 

Edison, Incorporated, B® POWEr 
West Orange, New Jersey. enterp 
in Canada: Thomas A. id 
Edison of Canada, itd, jm PFOV! 


Executives save as much as a month a 
year when they replace old-fashioned han- 
dling of communications with the modern 
Disc Edison Voicewriter. Secretaries are 
freed for “junior executive” duties. 


Compact Disc Edison Voice- 
writer is expressly built for 
office dictation and is portable, 
too— but with no sacrifice of 
understandability. 
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in 1949, Idaho Power Company added more 
generating capacity to its system than was 
built in the first 25 years of the company’s 
history. More is being done in 1950, keeping 
up with the progress of the Snake River 


Valley. No city or community served by 
Idaho Power has been—or will be—hampered 
in its expansion and development for the lack 
of electric power. 


No Power Shortage Here 


Not only have all new needs for electricity been met—for phos- 
phate development, antimony smelting, and many others—but 
there has been provided a comfortable margin of electric ca- 
pacity for growth. This has permitted communities in the area 
to work at bringing in new industries, secure in the knowledge 
that electric power is available. This is a sharp contrast with 
the experience of those areas of the Pacific Northwest where 
the Federal Government has assumed responsibility for power 


supply. 


An Accomplishment of Private Enterprise 


The whole program of development of more 
power for the region has been by private 
enterprise. Much of the capital has been 
provided by local investors. The entire 


$80,000,000 program of expanding Snake 
River Valley's electric supply is a fine example 
of what can be done when private enterprise 
has the opportunity to "deliver the goods.” 


IDAHO % POWER 


A_ CITIZEN WHEREVER IT SERVES 
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Underwriters and Distributors 
of 


Investment Securities 


Union Securities Corporation 
65 Broadway, New York 6 


Telephone: HAnover 2-4800 
BOSTON ° BUFFALO ° CLEVELAND 
HARTFORD ° PHILADELPHIA ° SYRACUSE 























LORD ELECTRIC COMPANY... 


Electrical Construction 
CONTRACTORS 


NEW YORK ° PITTSBURGH BOSTON 


SPECIALISTS IN INDUSTRIAL PLANTS AND POWER HOUSES 


When planning electrical construction would you be interested in 
a form of electrical contract by us that: 

1. Limits profit. 

2. Guarantees the outside price. 

3. Negotiated credit on all savings. 


This form of contract as well as our record and reference based on 
55 years experience, will be sent on request. 











WE DO KNOW... 


PRINCIPLES WAY = LIFE 


“PRINCIPLES.... 


We stand foursquare for the continuance of the free enterprise system. 


We are dedicated to furnishing low cost, dependable service to our customers ; 
improve the welfare of our employees; earn a fair return for our investors and 
above all strive for the security of our nation. 


We believe in the sound economic development of all of our natural resources 
consistent with equal opportunity. 


We believe in regulation of rates and services by competent agencies who derive 
their authority from and are responsive to the people living in the areas served. 


We will continue to work for the development of the areas and communities we 
serve. 


We believe that government should not in a proprietory manner perform func- 
tions that industry is fully capable and willing to perform. 


We believe that mutual cooperation between government and our industry is to 
the best interests of all our people. 








PEOPLE 
CENTRAL GOVERNMENT 
‘REE ECONOMY OUR NATION 


THE DAYTON POWER AND LIGHT COMPANY 
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EXIDE-MANCHEX BATTERIES 


assure positive switchgear operation 
at St. Louis, Prairie Substation of 


Union Electric Company of Missouri 


In this modern substation, the 60-cell DME-11 
Exide-Manchex installation is used for D.C. control 
circuits, including switchgear tripping and closing, 
and emergency lighting. Exide-Manchex Batteries 
were chosen for their well-known dependability, long 
life, low cost maintenance and many outstanding 
features which are equally important to you. They 
include... 
e the famous manchester positive plate with its 
exclusive lead button construction. 
slotted plastic separators, impervious to chemical 
and electrical reaction. 
plastic spacers that maintain perfect plate align- 
ment. 


e the latest development in molded glass jars. 
e heavy terminal posts with copper inserts for extra 
conductivity. 


Combined, these Exide-Manchex features assure you 1888 
dependable power for positive operation of switch- 
gear...an adequate and uninterrupted supply of OEPENDABLE BATTERIES FOR 62 YEARS 
current for all your stationary storage battery re- 1950 
quirements in central and substation service. 
“Exide” and “‘Manchex" Reg. Trade-marks U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY « Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW_ISSUE May 17, 1950 


1,000,000 Shares 


Southern California Edison 
Company 


Cumulative Preferred Stock, 4.08% Series 
($25 par value) 


Price $25.50 per share 


plus accrued dividends from May 19, 1950 
if delivered after that date 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Harris, Hall & Company 


(Incorporated) 


Dean Witter & Co. Blyth & Co., Inc. William R. Staats Co. 
Eastman, Dillon & Co. Glore, Forgan & Co. Goldman, Sachs & Co. 


Harriman Ripley & Co. Kidder, Peabody & Co. Lehman Brothers 
Incorporated 


Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. 
Stone & Webster Securities Corporation Union Securities Corporation 
White, Weld & Co. Blair, Rollins & Co. W. C. Langley & Co. 


ncorporated 
Salomon Bros. & Hutzler 
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Are high hauling costs 
short-circuiting profits ? 


Suitch to economical 


You can get a direct “line” to lower hauling 
costs by investing in an economical Dodge 
“‘Job-Rated” Truck! 


Such a truck will have an engine that’s “‘Job- 
Rated’”’ to give you power to spare. Along with 
this extra power, you’ll get maximum gas and 
oil economy! 

Every other chassis part will also be “‘-Job- Rated” 
—engineered and sized to fit your job. Your 
Dodge Truck will cost you less to operate! 

If your ay is in heavy city traffic, you’ll be 
pleased with the ease of handling of your Dodge 
**Job-Rated”’ Truck. If you go where roads are 
bad—or where there are no roads at all—you’ll 
like the power and dependability of your Dodge 
“*Job-Rated” Truck. 

If high hauling costs are “short-circuiting” your 
profits, switch to economical Dodge ‘‘-Job- Rated” 
trucks. See your Dodge dealer today! 
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America's intermountain region is moving forward as 
never before. 
Specifically, here are just a few indications of the 


growth taking place in Utah, our major market (we 
also serve southeastern Idaho, southwestern Wyom- 
ing, and western Colorado, which are growing, too). 


@ Since 1939 ... 

V Utah's annual income has more than 
trebled. 

V Employment has jumped 61%. 

V_ Trade volume has climbed nearly four 
times. 

V Population has vaulted 24%, while 
the nation gained about 11%. 


@ Nearly $200,000,000.00 was invested in new 
plants and equipment in the state during 1948-49. 


Business and industry are moving forward solidly in 
the mountains — with seven-league boots. Prospects 
for the future are even brighter. 
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This is under no circumstances to be construed as an offering of these securities for sale, or 
as an offer to buy, or as a solicitation of an offer to buy, any of such securities, 
The offer is made only by means of the Prospectus. 


320,231 Shares 
WISCONSIN POWER AND LIGHT COMPANY 


Common Stock 
(Par Value $10 per share) 
Rights, evidenced by Subscription Warrants, to subscribe for these shares 


have been issued by the Company to holders of its Common Stock, which 
Rights expire June 12, 1950, as more fully set forth in the Prospectus. 





Subscription Price to Warrant Holders 
$16.75 per share 





Prior to the expiration of the Subscription Warrants, the several Underwriters may offer shares 
of Common Stock from time to time, on a when-issued basis or otherwise, at prices which 
shall not be less than the subscription price set forth above, less any concession to 
dealers, nor more than the highest price at which the Common Stock of the Company is 
being currently offered in the over-the-counter market by other dealers plus 20 ¢ per share. 


Copies of the Prospectus may be obtained from the undersigned only 
in those States in which the undersigned may legally offer these 
securities in compliance with the securities laws of the respective States. 


Smith, Barney & Co. Robert W. Baird & Co., Incorporated 
The Milwaukee Company 


Blyth & Co., Inc. The First Boston Corporation Glore, Forgan & Co.® 
A.C. Allyn and Company A.G. Becker & Co. Central Republic Company 


Incorporated Incorporated (Incorporated) ; 
Loewi & Co. Paine, Webber, Jackson & Curtis 


May 29, 1950 
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Building for a Greater Montana 


Construction of a 66,000-kilowatt steam-electric 
generating station and a major natural gas trans- 
mission line are high lights of an accelerated 1950 
expansion program designed to assure Montanans 
a continuation of the fine service they have enjoyed 


during the past 38 years. 


Our customers can rely on ample power and good 
service. That's why, in the past ten years, electric 
sales are up 77%, residential kwh consumption is up 
123%, and average residential cost is down 38%. 


The Montana Power Company 
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Equipped with 
Mercury Switches, 
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Complete catalog sent upon request 
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§ Radio Manufacturers Association ends annual convention, Chicago, Ill., 1950. 
F { Oregon and Washington Independent Telephone Associations begin annual convention, 
Spokane, Wash., 1950. 
« 





Advertising Association of the West will hold annual convention, Los Angeles, Cal., 
June 25-29, 1950. 





American Society for Testing Materials will hold annual meeting, Atlantic City, N. J., 
June 26-30, 1950. 





go Institute of Electrical Engineers begins summer general meeting, Pasadena, 
Cal., 19 





24 


Illuminating Engineering Society National Technical Conference will be held, Pasa- 
dena, Cal., Aug. 21-25, 1950. 





* 


[| Annual Appalachian Gas Measurement Short Course will be held, West Virginia Uni- 


versity, Morgantown, W. Va., Aug. 30—Sept. 1, 1950. 











Canadian Electrical Asso. begins convention, Murray Bay, Quebec, Canada, 1950. ®@ 

§ North Dakota Telephone Association begins convention, Farge, N. D., 1950. 

§ National Association of Electrical Distributors ends annual convention, Atlantic City, 
N. J., 1950. 

€ 


Second Annual Radio News Editor's Conference begins, Kent State University, Kent, 
Ohio, 1950. 














{ American Society of Agricultural Engineers begins convention, Washington, D. C., 1950. 
§ Michigan Gas Association begins annual convention, Mackinac Island, Mich., 1950. 
+ 


Pennsylvania Electric Assvciation begins meeting, Reading, Pa., 1950. 








20 


-* 


Canadian Gas Association begins convention, Murray Bay, Quebec, Canada, 1950. 
New York-New Jersey Regional Gas Sales Conference ends, Spring Lake, N. J., 1950. 











z\/ Fi s| 2% 








American Society of Heating and Ventilating Engineers ends semiannual meeting, 
Muskoka Lake, Ontario, Canada, 1950. 
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Shadow of Modern Public Service 


What the power company’s flying patrelman sees during his appointed rounds 
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The Electric Companies Have 
A Much Bigger Job to Do 


Their performance during the first five postwar years 

in building, financing, contending with higher costs, 

and providing more power to more people for more 

uses, demonstrates that they can develop the capabili- 

ties to meet successfully every challenge, including 

the threat of further socialization of the electric util- 
ity business. 


By ELMER L. LINDSETH* 
PRESIDENT, EDISON ELECTRIC INSTITUTE, AND 
PRESIDENT, THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 


F we in the business of supplying 
electric light and power service 
to the people of America were 

retly given to looking backward, we 

ight be in danger of overconfidence 

id complacency. 

During the first five postwar years 


‘For additional personal note, see “Pages 
ith the Editors.” 


the achievements of our business- 
managed, self-supporting, tax-paying 
companies have been phenomenal. 
We have carried forward successfully 
the largest construction program ever 
undertaken by any single industry in 
the United States. We have demon- 
strated our ability to design, build, 
finance, and serve, and to maintain the 
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best of relations with our customers, 
employees, investors, and the general 
public. We are supplying electricity at 
a lower average price than ten years 
ago. All this we have accomplished 
despite a vigorous campaign by social- 
ist-minded people, in and out of the 
government, to nationalize our indus- 
try as a major move to establish a 
socialistic Federal state. 

But even with this record of per- 
formance, we are neither overconfi- 
dent nor complacent. Ours is a for- 
ward-looking business. We see clearly 
that the job ahead of us is much bigger 
than the job we have done. We are 
applying ourselves to increasing our 
companies’ capabilities to meet every 
demand and every challenge of the 
future to the thorough satisfaction of 
all parties at interest in our business. 


T is expected that the 1950 census 
will demonstrate that the electrifi- 
cation of our nation has been prac- 
tically completed, in the sense that 
nearly 100 per cent of our homes, 
farms, factories, and other types of 
premises are using electric service or 
have it available. Despite socialistic 
governmental competition, the electric 
light and power companies have done 
by far the most of this electrification, 
and presently are serving 80 per cent 
of the nation’s electric customers, who 
in turn are using 85 per cent of all 
the power supplied by utilities. 

We have connected millions of cus- 
tomers to our lines since VJ-Day 1945. 
We have completed about 75 per cent 
of our 1946-51 program of additions, 
replacements, and improvements, re- 
quiring an expenditure of $10 billion. 
This 6-year construction program will 
add about 21,000,000 kilowatts to our 
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power production capacity, an increase 
of 52 per cent, and will give us a power 
reserve of over 18 per cent. 

But this does not signify that the 
electrification of the United States, in 
the larger sense of supplying all the 
electric service that our nation will re. 
quire, will be completed by the end o 
1951—or ever! There is no foresee. 
able limit to the growth of demand for 
more power, by more people, for more 
uses. 

If the development of the electric 
light and power industry should in- 
crease in the next twenty years at the 
same rate it has increased during the 
past twenty years, it will have by 1970 
power plant capacity of over 200,000- 
000 kilowatts, an annual revenue of 
$11.5 billion, and property and plant 
of $65 billion. These figures are pro- 
jections ; they are not a forecast. But 
they are perhaps significant. 

To add more than 130,000,000 kilo- 
watts of power production capacity 
with collateral additions to transmis- 
sion and distribution systems, and to 
obtain and invest $40 billion or more 
of new capital in plant and property, 
within twenty years, is an assignment 
that challenges the imagination. 

In view of our companies’ record of 
performance during the first five post- 
war years, it is not a formidable as- 
signment, provided we prepare ade- 
quately to carry it out successfully— 
which we will do. 


CT goes without saying that we will 
strive constantly in the future, as 
in the past, to improve economies and 
efficiencies in design, construction, and 
operation; to supply our customers 
with the best possible service at the 
lowest rates compatible with fair treat- 
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THE ELECTRIC COMPANIES HAVE A MUCH BIGGER JOB TO DO 


ment of our employees and our in- 
yestors; and to maintain a record of 
earnings that will attract more capital 
to provide more facilities as needed to 
supply more service. Efficient opera- 
tion and adequate rates are vital and 
inseparable components of competent, 
satisfactory electric service. 

To these principles and practices, 
which are traditional in the electric 
light and power business, something 
fairly new has been added. This is an 
intensified program to find, train, and 
develop the best available man power 
to handle future managerial responsi- 
bilities at all levels in the business— 
responsibilities that will continue to in- 
crease in size and scope as the business 
itself develops. 

One requisite of such man power is 
an unfaltering faith in, and devotion 


to, the American way of life, and the 
free enterprise system which has en- 
abled the electric light and power 
companies of America to furnish the 
people of this nation with the world’s 
best, most abundant, and lowest-priced 
electric service. 

As a whole, the electric light and 
power business today is performing a 
greater service, and is on a more solid 
economic foundation, than ever before 
in its history. As in the postwar years, 
this business can and will develop the 
capabilities necessary to meet its every 
future responsibility — including the 
responsibility of demonstrating day in 
and day out that business under free- 
dom of enterprise can and does serve 
the public interest better than does any 
socialistic bureaucracy anywhere in 
the world. 





EEI 1950 CONVENTION TIMETABLE, ATLANTIC CITY, 
NEW JERSEY 


Sunday, June 4th 


12 :00 noon 


Registration, main lobby, Hotel Traymore (till 5 p.m.). 


Monday, June 5th 


9:00 a.m. 


Registration, main lobby, Hotel Traymore (till noon) ; 


Convention Hall (till 5 p.m.). 


2:30 p.m. 


First General Session, Ballroom, Convention Hall. 


Tuesday, June 6th 


9:00 a.m. 


Registration, Convention Hall (till 7 p.m.); Chalfonte- 


Haddon Hall (noon to 3 p.m.). 


10:00 a.m. 
12 :30 p.m. 
12 :30 p.m. 


2:30 p.m. 


Hotel Traymore. 


Second General Session, Ballroom, Convention Hall. 
Ladies’ Luncheon, American Room, Hotel Traymore. 
Board of Directors’ 


Luncheon-Meeting, Club Room, 


Concurrent General Session (Operating Company Rela- 


tions), Rutland Room, Chalfonte-Haddon Hall. 


2:30 p.m. 


Concurrent General Session (Rural Electrification), Ver- 


non Room, Chalfonte-Haddon Hall. 


5 :00 p.m. 


Cocktail party, Convention Hall ‘Auditorium. (Supper at 7 


p.m., entertainment, dancing, Convention Hall Ballroom.) 
W ednesday, June 7th 


9:00 a.m. 
10:00 a.m. 
3:30 p.m. 


Registration, Convention Hall (till noon). 
Fifth General Session, 
(Eastern Standard Time) Special train leaves for Phila- 


lroom, Convention Hall. 


delphia and New York city. 
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Security 


on the Home Front 


Mobilization for national security on the home front has always 
been a matter of special interest and importance to the electric 
utilities and other public service industries. Protection of essen- 
tial plant facilities, as well as the safe-guarding of personnel from 
influences inimicable to the nation’s welfare, has been a vital 
part of the responsibility of utility management in peace or war. 
Utility executives will therefore be glad to note this message 
from the head of the government service which has these 
matters under continuous surveillance. 


By JOHN EDGAR HOOVER* 
DIRECTOR, FEDERAL BUREAU OF INVESTIGATION, 
UNITED STATES DEPARTMENT OF JUSTICE 


PPERMOST in the minds of most 
American people today is the 
security of our way of life. The 

safe-guarding of our families and dear 
ones, the protection of our homes and 
places of employment, and the con- 
tinuation of our democratic system of 
government, with its guaranties of 
freedom and liberty secured for us by 
the molders of our Constitution and 
Bill of Rights, are matters of grave 
concern to all of us. 

Disturbed by the reports of conflict 
and the grave international complica- 
tions which have grown out of the last 


*For additional personal note, see “Pages 
with the Editors.” 
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great war, loyal and patriotic citizens 
of the United States are turning thei 
attention to the defenses of our natio 
and are weighing the protective meas 
ures which may be taken in the event 
of a possible emergency. Alertness 0 
the part of an informed citizenry is 
one of our most effective weapons 
against encroachment from abroad and 
at home of insidious forces whic 
seek to destroy us. 

While World War II did not com 
pletely eradicate the threats to ow 
welfare, we did learn many valuabl 
lessons which will stand us in good 
stead in the problem of meeting any 
future onslaught. Methods of orgat- 
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SECURITY ON THE HOME FRONT 


ization, techniques for neutralizing 
the effectiveness of the spy and the 
saboteur, and new strategies for com- 
batting the enemy on the home front 
have been added to our defensive 
armory. 


$e. American people have en- 
trusted to the FBI a great respon- 
sibility. Not only is the FBI charged 
with the duty of investigating viola- 
tions of the criminal laws of the 
United States, but, by presidential di- 
rectives, it is also charged with the 
duty of investigating matters relating 
to espionage, sabotage, and the gen- 
eral internal security of the nation 
both in times of war and during the 
peace. 

Careful preparatory planning and 
painstaking investigation by the FBI 
before Pearl Harbor made it possible 
to remove in a matter of hours from 
our defense factories, public utilities, 
and other vital centers of national life, 
thousands of individuals who consti- 
tuted a threat to our war effort. 

As a result of surveys made of the 
nation’s key factories and industrial 
facilities by trained agent personnel of 
the FBI, management was afforded 
many valuable suggestions in protect- 
ing and securing its plants against the 
malicious inroads of the foe. In some 
cases it was necessary for the indus- 
tries to spend large sums of money to 
remove security hazards from their 
facilities, to enlarge plant protection 
guard forces, fence in critical areas, 
and establish new systems of identify- 
ing employees and controlling the ac- 
tivities of plant visitors. The success 
of such measures was self-evident. Not 
a single case of foreign-directed sab- 
otage occurred in the United States 
during the war. 
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few internal security of the United 
States is again jeopardized by a 
threat more insidious and more sinister 
than any posed by the Nazi Bund or its 
Italian or Japanese equivalents. Pro- 
pelled by a fanatic devotion to a 
godless philosophy, the American 
Communists, through deliberate and 
calculated moves, are seeking to re- 
place our system of life with a system 
which has brought suffering and 
degradation to one-third of the peo- 
ples of the world. The communist 
threat to the United States is real and 
ever present. Under their perfidious 
credo, the end justifies the means by 
which it is accomplished. In the event 
of a national emergency, our public 
utilities, our systems of communica- 
tions and transportation, and our basic 
industries would loom as important 
targets for their conniving aim to in- 
filtrate and disrupt the vital life stream 
of our American system. 

It is fundamental that all individuals 
and groups engaging in subversive 
activities be identified and the degree 
of their dangerousness determined. 
Predetermination of these factors is 
imperative if adequate measures are 
to be taken to organize and perfect 
procedures whereby the threats to our 
security may be removed from critical 
areas. Systems and measures which 
proved effective in the past may again 
be employed by those responsible for 
the security and protection of plants. 

Complete coverage of communist 
activities must necessarily be main- 
tained by a flow of information from 
many sources. In order to successfully 
discharge its duties to protect the in- 
ternal security of the United States, 
the FBI must have the wholehearted 
cooperation of all patriotic Americans. 
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This was emphasized by the President 
in his wartime directives when he 
called on all organizations and indi- 
viduals to immediately report to the 
FBI information relating to espionage 
and sabotage. 


| agen vigilance is a small price 
to pay for freedom. By accepting 
this responsibility, the American peo- 


ple maintain our constitutional form 
of democracy which contains within 
itself the weapons for its own defense, 

Preparation and planning must be 
carried out calmly and without hys- 
teria. Panic and ill-advised measures 
are antagonistic to orderly processes. 
Codperation and understanding are 
the keystones around which our defen- 
sive structure must be built. 





A Puzzling Picture in the Crystal 
Ball—1960 


<4 A advance showing of the 1960 American family has 
been presented by H. N. Beville, Jr., director of re- 
search for the National Broadcasting Company. 

“Writing in PRinTERS’ Ink, Mr. Beville foresees the 1960 
model family as better educated, more standardized in tastes 
and behavior, older, smaller in numbers, more concentrated in 
metropolitan areas, possessed of more leisure time, and trend- 
ing toward the western part of the country. 

“There will be more working women, and the wealth will be 
more equally shared. 

“These predictions are interesting as far as they go, but they 
raise some pertinent questions. 

“Will our ‘better educated’ families be educated to think for 
themselves or to swallow the guff of Federal education sub- 
sidizers? 

“Will standardization of tastes be a sign of the slow decay 
of individualism? 

“Will the older, smaller family presage a decay of America 
as a youthful, dynamic nation? 

“Will the movement away from the land stem from the 
vanishing from the American scene of the old substantial 
family-size farm? 

“Will the increase in leisure time be spent in wholesome en- 
joyment or in working up some new sort of mass neurosis? 

“Will the trek to the West mean the sunset of eastern cul- 
tural and financial preéminence? 

“Will the increase in the number of working women spell 
the ultimate downfall of the family unit in America? 

“And will the more equal distribution of wealth result from 
greater competition on the part of the former low income 
groups ... or from the final flowering of the soak-the-rich 
philosophy? own | 

“If you have the answers to those questions, you can fore- 
tell the future of America to an almost frightening extent.” *AL 

—EpITorIAL STATEMENT, ' 
Chicago Journal of Commerce. 
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Fair Play for the State 
Commissions 


Public utility service in the United States is admittedly the best and 
most plentiful in the world. With less than 7 per cent of the world’s 
population, this nation alone has almost half the electric generating 
capacity and well over half of all the telephones in the entire globe. 
Despite such unparalleled success of public service development under 
our typical American system of commission regulation of private enter- 
prise, we have seen in recent years malicious attacks on the competency 
and even the integrity of our state commissions. Here is a hard-hitting 
challenge by the critics of —_ for fair play and truthful 
iSCUSSION. 


By THE HonoraBLE HARRY M. MILLER* 
PRESIDENT, NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


HE ascendancy of Federal regu- 

lation of public utility enterprises 

during the past two decades, to- 
gether with recent controversies in- 
volving Federal commissions, the in- 
terpretation and application of Federal 
law, and the jurisdictional questions 
arising therefrom, have tended to 
magnify disproportionately the re- 
sponsibility and scope of Federal regu- 
lation as compared with state regula- 
tion. Unfortunately, out of these 
controversies, unfavorable and unfair 
criticism and aspersion have been cast 
upon state regulation and state com- 
missions generally. Zealots, in their 
own defense and in an attempt to pro- 


*Also, member of the Ohio Public Utilities 
Commission. For additional personal note, see 
“Pages with the Editors.” 
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mote their own interests and philoso- 
phies, have resorted to innuendo and 
insult. 

The responsibility for the approval 
of rate increases covering utility serv- 
ices to the householder and other ulti- 
mate consumers, made mandatory by 
postwar inflationary costs, has fallen 
directly upon the shoulders of state 
commissions. Such complaints as have 
arisen have, therefore, been directed at 
state commissions and state regulation. 

My own observation has been that 
the people have been far more under- 
standing in their acceptance of upward 
rate adjustments than have those rela- 
tively few, but more vocal individuals, 
who would use criticism as a vehicle to 
further their notions of public utility 
enterprises. The “popularity” of pub- 
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lic service commissions and commis- 
sioners has a tendency to fluctuate with 
economic cycles. Any disposition by a 
regulatory commission to court popu- 
lar approval by ignoring known eco- 
nomic facts would constitute a most 
dangerous course and would be a most 
insidious type of demagoguery. The 
refusal of commissions to resort to 
this sort of practice is generally ac- 
knowledged. 


5 he record of the forty-eight state 
commissions, their members, and 
of their activity, needs no defense. The 
evidence is significant and convincing. 

The legislatures of the several states 
have been responsive to the economic 
necessity for commission regulation. 
Consonant with the needs of the time, 
prior to about 1870 state commissions 
performed essentially advisory func- 
tions. From 1870 to about 1907 regula- 
tion concerned itself primarily with 
railroads, and to a lesser degree with 
telegraph. By 1907 the public interest 
required that public utilities generally 
should be subjected to regulation, and 
an enlargement and extension of eco- 
nomic control was provided. 

The early creation by the states of 
railroad commissions to regulate rail- 
roads within their own borders led 
naturally to the necessity and demand 
for a Federal board to exercise regula- 
tory powers in interstate commerce, 
and the passage by Congress in 1887 of 
the act to regulate commerce—the In- 
terstate Commerce Act. At this date, 
1887, there were regulating agencies 
in thirty different states. 

The first chairman of the newly 
created Interstate Commerce Commis- 
sion, Judge Thomas M. Cooley, who 
had already achieved recognition as a 
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jurist, on January 31, 1889, invited all 
states having railroad commissioners 
to a national conference to be held in 
Washington, D. C., beginning March 
5, 1889, the day following the in- 
auguration of President Benjamin 
Harrison. Realizing that clashes be- 
tween state and national jurisdictions 
would arise, Judge Cooley’s comments 
on this occasion were prophetic. He 
said: “I mention these things for the 
purpose of emphasizing the fact which 
is constantly before us in all our work, 
that in respect to all the railroad in- 
terests of the country—to the lines that 
you regulate and to the lines that come 
more particularly under our own 
supervision—it is of the highest im- 
portance that there should be harmony 
in the legislation of control, so that 
this system can be controlled as nearly 
as possible—as nearly as the local con- 
dition of the country will enable it to 
be controlled—harmoniously and as a 
unit.” 


| pees this meeting in 1889, two 
things emerged which have given 
strength and direction to state commis- 
sion regulation. First, the creation and 
beginning of what is today the Na- 
tional Association of Railroad and 
Utilities Commissioners, and, second, 
the birth of the principle of codpera- 
tion between state and Federal com- 
missions—a principle which state com- 
missions for more than a half-century 
have sought to preserve, and the suc- 
cessful application of which by both 
Federal and state commissions has 
done much to promote and encourage 
the growth and development of regu- 
lated industry, to preserve a dual and 
harmonious scheme of regulation, and 
to protect the public interest. 
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FAIR PLAY FOR THE STATE COMMISSIONS 


Embraced within the active mem- 
bership of the NARUC are the mem- 
bers of forty-seven state commissions, 
of the Interstate Commerce Commis- 
sion, the Federal Communications 
Commission, the Securities and Ex- 
change Commission, and the public 
utilities commissions of the District of 
Columbia, Hawaii, and Puerto Rico. 
The objects of the association are “the 
advancement of commission regulation 
through the study and discussion of 
subjects appertaining to the operation 
and supervision of railroads, other 
carriers, and public utilities (using the 
terms ‘carriers’ and ‘public utilities’ in 
the broadest sense), the promotion of 
uniformity of regulations applicable 
thereto promulgated by the several 
commissions, the promotion of co- 
érdinated action by the commissions of 
the several states in the protection of 
common interests of the people of said 
states, relating to railroads, other car- 
riers, and public utilities, and the pro- 
motion of codperation of the commis- 
sions of the several states with each 
other, and with Federal regulatory 
agencies represented in this associa- 
tion.” 


No in general, because the case 
requires no more, what has been 
the record of regulation by the states ? 

Under regulation by state commis- 
sions, public utility enterprises—in a 
free and competitive economic system 


—have enabled our people to produce 
and usefully employ more of the prod- 
ucts and services of a public utility 
character than any other people on the 
earth. The American people, who 
represent but 6 per cent to 7 per cent 
of the world’s population, produce and 
consume 50 per cent of the electric 
energy of the world. The American 
people have more telephones per capita 
than any other people. Only six coun- 
tries in the world have more than 15 
telephones per 100 of their population. 
As of January, 1949, there were 26.1 
telephones per 100 of our population ; 
Sweden had 22.1, Canada 18.8, New 
Zealand and Switzerland had 17.2 
each, and Denmark had 15.3. And only 
in the United States are the telephones 
100 per cent privately owned. 

To what extent have the states been 
involved in this accomplishment? As 
of January 1, 1949, there were 38,- 
200,000 telephones in the United 
States. The rates and services for most 
of these are the direct responsibility of 
a state commission. As of today, 80 
per cent of the entire telephone plant 
investment of the Bell system is de- 
voted to intrastate service and 80 per 
cent of all its operating revenues are 
intrastate revenues. As of November 
30, 1949, there were 42,600,000 con- 
sumers of electric energy in the United 
States, 35,200,000 of whom were resi- 
dential and domestic consumers, most 
of whom of necessity must look to 


e 


covering utility services to the householder and other ulti- 


q “THE responsibility for the approval of rate increases 


mate consumers, made mandatory by postwar inflationary 
costs, has fallen directly upon the shoulders of state com- 


missions. Such complaints 


as have arisen have ... been 


directed at state commissions and state regulation.” 
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state commissions for the permanence 
and security of their service. The rate 
which every consumer of natural gas 
must ultimately pay yet remains to be 
determined not by Federal but by local 
authority. 


H’” has the consumers’ interest 
been safeguarded by state com- 
missions? An illustration will suffice. 
In a recent address’ given by Francis 
X. Welch, managing editor of PuBLic 
Urtiuities ForTNIGHTLY, he said: 

“. . we have all heard, from time 
to time, that public utility companies 
dominate the state commissions. Not 
long ago a high Federal government 
official challenged me to name one state 
commission that was not under the 
thumb of the public utilities it was 
supposed to regulate. To support his 
contention, he referred to a recent 10 
per cent local increase in public utility 
rates—completely ignoring the fact 
that the food he was eating, and the 
clothes he was wearing had increased 
in price many times that percentage. 

“T will not take your time correcting 
such an obvious error of itself. I 
would like, however, to point out the 
fact that right in your own telephone 
industry the state commissions have 
granted less than two-thirds of all the 
rate increases applied for since the 
postwar series of rate cases began, late 
in 1946, 

“And here’s the important part: In 
more than a dozen major rate cases, 
which have been appealed to the courts 
from orders of the state commissions, 
it has been the courts who have re- 
versed the commissions in favor of the 


Nebraska Telephone Association, Omaha, 
Nebraska, March 29, 1950. 
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public utilities, because the commis. 
sions refused to grant full rate relief, 
In not a single instance, in any sub- 
stantial rate case, during this period 
have the courts reversed a single state 
commission because it gave the utilities 
too much of a rate increase.” 

In my own state (Ohio) the only 
instance in which the public utilities 
commission has been reversed in a case 
involving rates during the past ten 
years was a case in which the commis- 
sion was directed to increase the rates 
theretofore fixed by it. 


— commissions, acting severally, 
and jointly through the NARUC, 
have been helpful in their authorship 
and support in the Congress of legis- 
lation designed to regulate phases of 
public utility activities which the 
courts had held to be beyond the juris- 


diction of the states. They encouraged 
the creation of the necessary Federal 
commissions to administer those laws. 
As the vanquished in many legal bat- 
tles with public utilities who success- 
fully avoided regulation by the asser- 
tion of “no jurisdiction” because of 
the interstate character of their opera- 
tions, state commissions generally 
welcomed and worked for complete, 
effective, and supplementary regula- 
tion by the exercise of the national 
power. 

What they got, it now appears, far 
exceeded their expectations—and cer- 
tainly exceeded their desires. So that 
there may be no misunderstanding, let 
it now be observed that in so far as 
Federal power needs to be exercised 
to fill the gaps in effective regulation, 
the association of state commissions 
supports its assertion. 

The fact remains, however, that the 
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Proving Grounds of Regulation 


<4 yen commissions have served and can continue to serve as prov- 

ing grounds for the development of principles, ideas, and meth- 

ods of regulation. The fact is that it was upon the proving grounds of 

the states that the basic concepts of regulation were tried and devel- 

oped. Methods and principles which are acceptable today may prove to 
be ill-adapted to the problems of tomorrow.” 





state commissions today find them- 
selves in a unique and undeserved posi- 
tion. 

For three decades, and more, they 
sought to remove and were successful 
in overcoming the obstructions which 
the Supreme Court of the United 
States had held to exist as a hindrance 
to effective state regulation, but having 
overcome one set of “blocks” they now 
face the problem, by virtue of deci- 
sions of the same court, of attempting 
to prevent the same national power 
from making state regulation more 
cumbersome, less certain, and less 
effective in the public interest. The 
state commissions desire to “render 
unto Caesar the things that are 
Caesar’s,” but no more. 


I" an address before the annual con- 
vention of the NARUC in 1925, 
Herbert Hoover, then Secretary of 
Commerce, said : 

“Finally, my fellow citizens, may I 
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remind you that our government was 
devised in spirit to sustain a dual pur- 
pose—that is, to protect our people 
among nations by a great national 
power and to preserve individual free- 
dom by local self-government. If we 
are to stretch the Interstate Commerce 
provision in the Constitution to regu- 
late all those things that pass state lines 
whether there is necessity for it or not, 
we shall by that very means auto- 
matically absorb to Federal authority 
most of the government that lies 
within state lines, because our eco- 
nomic life has become so enmeshed 
that there is no longer that easy con- 
ception of our forefathers of what 
constituted interstate commerce. If we 
do not resist this extension, what be- 
comes of that fundamental freedom 
and independence that can rise only 
from local self-government? 

“The Federal government at Wash- 
ington is already so overloaded with 
affairs that it cannot even now do 
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justice to the great diversity of local 
interest in our country.” 


} an article captioned, “My Fight 
with the Power Lobby: State 
Boards Curbed—Is U. S. Board 
Next ?”, which appeared in an issue of 
The New York Post, October 27, 
1949, Leland Olds wrote: “In Jan- 
uary, 1929, the old New York World 
charged editorially that utility regula- 
tion had broken down. In midsummer 
of the same year, Governor Clyde M. 
Reed of Kansas, formerly chairman 
of the Kansas Public Utilities Com- 
mission and now the Senator Reed 
who voted against my confirmation, in 
an address to the national association 
of regulatory commissioners said that 
state utility regulation, after twenty 
years of operation, was nothing to be 
proud of.” 

Mr. Olds attributed the alleged 
“breakdown” in state regulation to 
two broad causes. First, because utility 
corporations had been successful in 
establishing a value basis of regulation 
and, “second, the utilities had suc- 
ceeded in rendering regulatory com- 
missions docile, in part by convincing 
them that their function was judicial, 
and in part by means of a more ques- 
tionable nature.” He further wrote 
that “the Federal Power Commission 
has taken the lead in making regula- 
tory commissions what President 
Roosevelt once termed ‘tribunes of the 
people.’ It has served as a constant 
stimulus to state commissions to press 
regulation in the public interest.” 

It is not my purpose to discuss the 
question as to whether regulation 
should be placed upon an actual invest- 
ment rather than a valuation basis. It 
is sufficient to say that state commis- 
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sions, as such, have made their full 
contribution in the application of 
either, or both, methods when in their 
judgment the public interest required 
such application. To them cannot be 
attributed the development of judicial 
concepts which, for the time being, 
may not have been in the public in- 
terest. 


OHN E. Benton, co-author of the 
legislation which created the New 
Hampshire Public Service Commis- 
sion and to which he was appointed in 
1911, and who from 1918 until the 
time of his death in 1948 served as 
general solicitor and advisory counsel 
of the NARUC, and who perhaps did 
more to stimulate regulation than any 
other individual associated with utility 
regulation in this country, both state 
and Federal, made the following ob- 
servation in 1945 on the subject of 
rate determination : 

“The California case (Market 
Street Railway Case, 89 L ed 1171), 
was a case in which economic changes 
required a very great reduction in 
the rate base, to produce fares which 
were just to the public; but situ- 
ations may arise in which the rate 
base should be radically increased, to 
do justice to investors. For example, 
if severe inflation shall occur, so that 
dollars shall shrink in purchasing 
power to a small fraction of the pre- 
war level, no one but an enemy to 
Capitalism would advocate that com- 
panies owning prewar properties 
should receive no more dollars for re- 
turn than they were paid when they 
received their return in dollars of pre- 
war value. A fair return is just com- 


2 (1945) 324 US 548, 58 PUR NS 18. 
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pensation for service rendered in 
money of the time when rendered. 

“Severe inflation would, according- 
ly, compel an adjustment upward 
ther of the rate base, or of the rate 
of return, for companies which built 
in preinflation years, or before infla- 
tion has run its course, to give just 
compensation. But to meet such a de- 
velopment by increasing rates of re- 
turn would involve great variations in 
rates of return, as between companies 
owning properties built in different 
times. Such variations the public would 
find it difficult to understand. Some 
companies might receive two or three 
times the rate of return that other 
companies would receive. 


6 HE situation, if inflation should 

occur, would not be clear cut. 
Companies would own some prewar 
property, some built before inflation 


had proceeded far, and some much 
later. It would probably be easier for 
the commission to make whatever ad- 
justment justice may require in the 
rate base than to attempt to meet the 
equities of the situation by using vary- 
ing rates of return. 

“Whatever way might be taken, 
plainly adjustment in some way would 
be inevitable. This would be required 


not only in justice to investors but in 
obedience to economic law. Investors 
simply will not buy utility securities, 
if they find that progressive inflation 
operates to destroy progressively their 
right to receive just and reasonable 
compensation for the service their 
properties render.” It is altogether 
likely that state commissions will con- 
tinue to employ such methods as in 
their judgment will do justice under 
the particular circumstances. 
Particular abuses have arisen. They 
will continue to arise. Certainly no one 
can justifiably condone them, but they 
should not be employed to destroy an 
institution which is itself sound. 


ae of state regulation, what did 
Governor Reed say on the occa- 
sion to which Mr. Olds referred? 
Among other things (as reported in 
the Proceedings of the Forty-first An- 
nual Convention, National Associa- 
tion of Railroad and Utilities Commis- 
stoners, at pages 346, and following), 
he said : 

“The official responsibility delegated 
by the people of their states to those 
present is the regulation of rates and 
service rendered by public utility cor- 
porations, including common carriers. 
Our present system of regulation has 


e 


and undeserved position. For three decades, and more, they 


q “... the state commissions today find themselves in a unique 


sought to remove and were successful in overcoming the ob- 
structions which the Supreme Court of the United States 
had held to exist as a hindrance to effective state regulation, 
but having overcome one set of ‘blocks’ they now face the 
problem, by virtue of decisions of the same court, of at- 
tempting to prevent the same national power from making 
state regulation more cumbersome, less certain, and less 
effective in the public interest.” 


741 


JUNE 8, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


been in effect and on trial for about 
twenty years, and if there is anyone 
who believes that it is an unqualified 
success I have not heard of him. As 
for myself, I have grave doubts that, 
under existing conditions, it can be 
called successful in any true sense. The 
failure, however, is from no weakness 
in the theory but from causes unfore- 
seen at the time of enactment of this 
sort of legislation. Much if not most 
of the cause of failure lies in the inter- 
ference with state power by the Fed- 
eral courts, led by the Supreme Court 
of the United States.” (Emphasis 
supplied. ) 


a a i one today holds to the ex- 
treme view that resulted in 
the Civil War; namely, that states 
were sovereign to the extent that they 
might at will disrupt the Union. But 


I am not yet ready to subscribe to the 
doctrine that states are so weak and 
helpless as to render it necessary to 
take away their power to handle mat- 
ters which in their essence belong en- 
tirely to state and not to national gov- 
ernment. The necessity of preserving 
the powers of the states in this respect 
has not been stated anywhere better 
than by that great historian, John 
Fiske, when in the Critical Period of 
American History, he said: 

“Tf the day should ever arrive— 
which God forbid—when the people 
of the different parts of our country 
shall allow their local affairs to be ad- 
ministered by prefects sent from 
Washington, and when the self-gov- 
ernment of the states shall have been 
so far lost as that of the departments 
of France, or even so far as that of 
the counties of England—on that day 
the progressive political career of the 
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American people will have come to an 
end, and the hopes that have been built 
upon it for the future happiness and 
prosperity of mankind will be wrecked 
forever.’ 

“Steady encroachment by the na- 
tional government, partly by congres- 
sional enactment but largely by judicial 
decisions, is having the effect of 
robbing the states not only of their 
power but their strength and causes 
apprehension to arise in the minds of 
thoughtful people.” (Emphasis sup- 
plied.) 


NCROACHMENT continues, albeit 
based on factors in addition to 
those of which Governor Reed spoke. 
Mr. Justice Jackson, with whom Mr. 
Justice Frankfurter joined, in his 
dissent in Federal Power Commission 
v. East Ohio Gas Co. et al., decided 
January 9, 1950,* clearly noted this 
fact when he wrote: 

“If this were a case of applying an 
explicit policy of Congress to one 
recalcitrant gas company, there would 
of course be no dissent. But if it were 
such, we would not be likely to find 
the state of Ohio and her utility com- 
mission, the National Association of 
Railroad and Utilities Commissioners, 
and public authorities of several states, 
including some with notable records 
for protecting the public interest, here 
helping the utility. This alliance of 
state authorities against the Federal 
Power Commission suggests that 
there must be more to this case than 
meets the eye. 

“The key to an understanding of 
the Federal Natural Gas Acct is its pur- 
pose to supplement but not to supplant 


382 PUR NS 1, 70S Ct 266, 
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state regulation. . . . That is what the 
state authorities active in promoting 
the legislation seem to have believed 
had been accomplished. .. . 

“After reviewing the history of the 
Natural Gas Act, we have said that 
‘Congress meant to create a compre- 
hensive scheme of regulation which 
would be complementary in its opera- 
tion to that of the states, without any 
confusion of functions.’ 

“Congress may well have believed 
that diversity of experimentation in 
the field of regulation has values which 
centralization and uniformity destroy. 
As Mr. Justice Brandeis said, ‘It is one 
of the happy incidents of the Federal 
system that a single courageous state 
may, if its citizens choose, serve as a 
laboratory; and try novel social and 
economic experiments without risk to 
the rest of the country.’ New State 
Ice Co. v. Liebmann, 285 US: 262, 
311.* Long before the Federal govern- 
ment could be stirred to regulate utili- 
ties, courageous states took the initia- 
tive and almost the whole body of 
utility practice has resulted from their 
experiences. 
¢¢ E must not forget that regula- 
tory measures are temporary 
expedients, not eternal verities—if in- 
deed they are verities at all. Certainly 
one of the matters on which the states 
might well be indulged—the right to 
an opinion of their own—is as to the 
accounting methods of a utility whose 
whole property and business being ac- 
counted for is within the state. Out of 
their diversity of practice and experi- 
ence emerge pragmatic tests. . . . It 
must be remembered that closer than 


*PUR 1932B 433. 
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any Federal agency to those they regu- 
late and to their customers are the 
state authorities, whose mechanisms 
are less cumbersome and whose prin- 
ciples can much more quickly be ad- 
justed to the changing times. 

“We should not utilize the centraliz- 
ing powers of the Federal judiciary to 
destroy diversities between states 
which Congress has been scrupulous 
to protect. If now and then some state 
does not regulate its utilities according 
to the Federal standard, it may be a 
small price to pay for preserving the 
state initiative which gave us utilities 
regulation far in advance of Federal 
initiative. 

“T think that observance of good 
faith with the states requires that we 
interpret this act as it was represented 
at the time they urged its enactment, 
as its terms read, and as we have, until 
today, declared it; viz., to supplement 
but not to supplant state regulation. 
What amounts to an entrapment of 
the state agencies that supported this 
act under the representation that it 
would not deprive them of powers but 
would only make their powers effec- 
tive will probably not make it easier 
to get needed regulatory legislation in 
the future.” 


Ne ype commissions have served and 
can continue to serve as proving 
grounds for the development of prin- 
ciples, ideas, and methods of regula- 
tion. The fact is that it was upon the 
proving grounds of the states that the 
basic concepts of regulation were tried 
and developed. Methods and principles 
which are acceptable today may prove 
to be ill-adapted to the problems of 
tomorrow. Many students of regula- 
tion as of today are questioning the 
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desirability of many regulatory prac- 
tices which were accepted without 
question during the prewar and war 
periods. 

Until we attain the claimed wisdom 
of the “economic planner” there will 
remain a large field for social and eco- 
nomic experimentation. It was from 
the trials and errors of state regula- 
tion, to a greater degree than some care 
to concede, that we have the measure 
of uniformity which we enjoy today. 
Errors and failures on a national level 
are difficult to reverse. Experimenta- 
tion meets greater resistance. Local 
effects and local interest work more 
effectively and directly upon local 
practices and policies. Local interests 
have but slight effect upon national 
policy. These considerations, aside 
from considerations of sovereignty or 
“rights,” make regulation at the state 
level desirable. 

And finally, with no known excep- 
tion, the men and women who con- 
stitute the public service commissions 
of the states have faith in the efficacy 
of regulation. They believe that regu- 
lation can, and does, provide a fair 
and equitable balance among the con- 
sumer, investor, and community in- 
terests, without potential threat of, 
and perhaps overt, “competition” 
from tax-free, publicly owned institu- 
tions. 


T was this faith in the soundness of 
the principle of regulation that 
gave impetus to the movement which 
sought to supplement state regulation 
by national legislation. It was their 


hope (now blasted) that the legisla. 
tion which they eagerly worked for 
would provide a truly Federal and 
harmonious pattern of regulation. 
It is of men and women of such 
faith in the American concept of pub- 
lic utility regulation that the national 
association of regulatory commis- 
sioners is composed. It is a mean and 
ill-intended charge that they or their 
conventions are “overrun” by regu- 
lated utilities. The charge has no 
foundation in historical fact. The 
fruitful heritage of a half-century of 
NARUC activity is not likely to be 
destroyed by any such attacks. 


—— fact yet hopefully remains, 
despite the constant erosion of 
state authority by judicial determina- 
tion and Federal administrative ac- 
tion, that the impact of public utility 
regulation by the state public service 
commissions directly affects every 
home and family and economic enter- 
prise which uses public utility services. 

If their activity has contributed to 
the great social and economic progress 
of the past, if they have contributed 
to the independence, the freedom, and 
the comforts of the people of the states 
to whom they are directly responsible, 
if their very existence has been an ob- 
struction to the growth of systems 
alien to our democratic processes, and 
if, because of their closeness to the 
people, bureaucratic domination has 
been lessened, then, in the public in- 
terest, regulation on the local level 
should be strengthened and encour- 
aged. 
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The Electric Utilities 
Look Ahead 


A veteran executive outlines the principal danger 

which confronts the electric industry in the years 

ahead. It is not a matter of special plea but a ques- 

tion of the awakening of others to a threat involving 
broad public interest. 


By H. P. LIVERSIDGE* 
CHAIRMAN, PHILADELPHIA ELECTRIC COMPANY 


T this mid-century mark few, if 
A any, would dispute the fact that 
the electric utility industry has 
revolutionized the industrial, commer- 
cial, and living habits of the world we 
live in. In the relatively brief span of 
fifty years the practical application of 
the magic of electricity has trans- 
formed the world in more ways than 
any other discovery of modern times. 
It has been the key to thousands of 
inventions which in turn have resulted 
in hundreds of new industries and mil- 
lions of jobs in fields that were un- 
known in 1900. Electricity truly is a 
twentieth-century version of Aladdin’s 
lamp lighting the path to a new and 
greater era in the history of civiliza- 
tion. 


*For additional personal note, see “Pages 
with the Editors.” 


It is always pleasant to contemplate 
past achievements. But it is more re- 
warding to ponder the future, espe- 
cially so in the case of electric utilities, 
for, while the benefits of electric power 
are limitless, the future of the industry 
as we know it today is an unknown 
quantity. 

This multibillion dollar enterprise, 
which is the bread-and-butter industry 
for millions of Americans, is now en- 
gaged in its own “Operation Cross- 
roads.” It must either move forward 
with renewed vigor or fall into the 
abyss of government ownership and all 
of the evils implied in the nationaliza- 
tion of any business, or profession. 
Words alone will not stem the tide 
toward the nationalization of this vital 
segment of our economy. It requires 
enterprising performance in our rdle 
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as a public servant as well as action 
on a united front by the industry; it 
requires that they be implemented by 
public opinion educated to the danger- 
ous trend indicated by government 
competition with private industry. 


> wowecene for the defense of “free 
enterprise” frequently fall on 
deaf ears, as we well know. It is the 
opinion of this writer that the term 
has become frayed at the edges. It has 
ceased to be singular in meaning, in 
fact has come to imply all things to 
all men. This perversion in usage has 
inevitably weakened the term “free 
enterprise” as a towering symbol of 
the American system of government. 
Similarly, the differentiation between 
public utility, indicating an investor- 
owned operation, and public power 
service, denoting a government-owned 
electric utility project, is largely lost 
to many millions of people. They fail 
to discern the difference. 

Traditionally “free enterprise” is 
synonymous with individual enterprise 
in that it should reflect the sum total 
of the accomplishments of individual 
human endeavor. Since the founding 
days of this nation that concept has 
provided the inspiration and incentive 
which fire the will to succeed indi- 
vidually, and collectively. It is the 
strength of the American form of gov- 
ernment and, conversely, its absence 
points up the basic weakness of So- 
cialism and Communism. 

The electric utility industry must 
concern itself with these things in or- 
der that it may successfully extricate 
itself from the morass of misconcep- 
tions implanted in the minds of Ameri- 
cans by public power propagandists. 

Thus far the public power advocates 


have done a better selling job for their 
cause than have the private electric 
utilities for theirs. This point was em- 
phasized in a recent survey on the sub- 
ject of Socialism conducted by the 
Psychological Corporation, which dis- 
closed that although 75 per cent of the 
people say they are against Socialism 
in the United States, they still favor 
certain measures which fall within 
their own definition of Socialism. It 
notes, for example, that the TVA and 
government ownership and operation 
of public utilities is favored by 66 per 
cent of those who say they are against 
Socialism. This provocative survey 
concludes that Socialism as a word or 
symbol, in the public mind, and Social- 
ism in terms of specific steps in govern- 
ment control, are not necessarily the 
same. People may say that they are 
against Socialism but still favor spe- 
cific socialistic measures. 


<r though Socialism may be 
a scare word to 75 per cent of 
the people, it does not follow that this 
fear will be translated into the fear 
of specific measures such as govern- 
ment ownership of public utilities, gov- 
ernment housing, socialized medicine, 
and the like.” 

The prevalence of this confused 
thinking on every level of society is 
inimical, not only to the future of elec- 
tric utilities, as a private industry, but 
also to the basic tenets of the Ameri- 
can concept of a government which 
honors and upholds the right of indi- 
viduals and groups to engage in busi- 
ness without fear of government com- 
petition. 

The problem of government en- 
croachment into the field of private 
industry is the gravest which has con- 
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fronted electric utilities in their little 
more than a half-century of growth. 
There is increasing evidence that the 
seeds of Federal ownership, which had 
their inception in the early 1920’s, have 
today reached such proportions and 
acquired such support, both inside and 
outside the political arena, that one is 
prompted to speculate on how soon 
the entire industry will be engulfed 
here, as in England. 

The unfavorable divergence in pub- 
lic opinion regarding utilities, particu- 
larly during the past decade, has large- 
ly been due to the preponderance of 
articulate exponents of government 
ownership of utilities in our official 
life. 

Their untiring efforts have suc- 
cessfully influenced many millions of 
people into believing that government 
ownership and direction can do a bet- 
ter job than can be done under private 
ownership. It is this insidious form of 
benevolent despotism that constitutes 
a grave threat to our American system 
of government. 

When a government deliberately 
embarks on a campaign of competi- 
tion with a private industry, a little 
freedom is lost. When a little freedom 
is lost, the door is opened to the even- 
tual loss of all freedom for all busi- 
ness and for individual human enter- 
prise as well. 

Government operation in the realm 
of private business is demonstrably 


bad business, bad for the nation, bad 
for the taxpayers. 


iy ange encroachment in the 
electric light and power business 
is a critical issue to our established 
principles of government. The serious- 
ness of the situation cannot be mini- 
mized, for the very existence of the 
industry as an investor-owned, busi- 
ness-managed, tax-paying enterprise 
is threatened. Not only do companies 
operating in or near river valley au- 
thorities or in areas where REA is 
active have reason to be concerned. 
All utility companies are threatened, 
even municipal plants. 

Although utilities serving metropol- 
itan areas in the East do not face any 
early prospects of direct competition 
from government-owned and -oper- 
ated hydroelectric projects, it is a sub- 
ject which should not be dismissed. 
Actually the effects of Federal projects 
are being felt through the loss of in- 
dustries that have left some areas to 
take advantage of subsidized power 
rates which are so low in cost that 
local companies are totally unable to 
compete with them. The ultimate re- 
sult, if this trend is not halted, not only 
means that many cities will experience 
a greater difficulty in attracting new 
industry but may also lose established 
business with consequent economic 
dislocation of existing industrial areas. 

In 1932, no one was very much con- 


= 


plication of the magic of electricity has transformed the 


q “In the relatively brief span of fifty years the practical ap- 


world in more ways than any other discovery of modern 
times. It has been the key to thousands of inventions which 
in turn have resulted in hundreds of new industries and 
millions of jobs in fields that were unknown in 1900.” 
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cerned about the few hydroelectric 
projects operated by the government. 
The capacity of all of them, combined, 
was less than that of the Philadelphia 
Electric’s hydro plant at Conowingo, 
Maryland. 

However, in the relatively few years 
since that time, the government has 
firmly established itself in the power 
business as well as in other businesses. 
Today, government power stations in 
operation, or under construction, num- 
ber 212. Their combined capacity of 
11,000,000 kilowatts is approximately 
20 per cent of the nation’s total power 
supply. Proposals before Congress 
would raise the number of Federal 
plants to 625, with more than 44,000,- 
000 kilowatts of generating capacity. 
This is seven times the present capac- 
ity of government plants, and only a 
little less than the current generating 
capacity of all investor-owned electric 
light and power companies. 


6 sa great increase in federally 
financed generating facilities is 
only part of the story, for in addition 
there is being planned a vast network 
of transmission lines to blanket ail sec- 
tions of the country. In many instances 
these prospective Federal transmission 
lines will parallel existing facilities of 
privately owned companies. 

It is with the growth of this doctrine 
that the entire business-managed util- 
ity industry must contend if it is not 
to be legislated out of existence. It 
is a problem of vast importance to our 
whole economy for absolute govern- 
ment dictatorship of any one industry 
clearly portends eventual government 
domination of all critical industries. 
Surely there is cause for alarm when 
the pattern is so apparent. The whole 


fabric of Socialism is woven through 
the gradual deprivation of human 
rights, including that of the individual, 
singly or collectively, to engage in 
business. 

During the early period of TVA de- 
velopment the slogan “yardstick” was 
used to describe the need for its crea- 
tion. That term, however, has long 
since been disregarded in favor of the 
more seductive slogan of “cheap pow- 
er”—and it is cheap, but only to the 
people in the area served, and they 
are not paying the actual cost of the 
energy. The actual cost is underwrit- 
ten by the taxpayers throughout the 
nation. 

Public power isn’t cheap in England 
and elsewhere in Europe and it isn’t 
cheap in the United States. A report 
on a “Federal Power Policy Study” 
filed with the Committee on Public 
Works of the House of Representa- 
tives by the Committee on Appropria- 
tions, which sponsored the study, 
bluntly states: “In general, Federal 
power is not cheap, but can be made 
to appear so by allocating substantial 
portions of the investment and ex- 
penses to other than power.” 

This study committee estimated in 
its final report that, if the TVA count- 
ed in its costs of power production the 
same character and amount of ex- 
penses as would be required of a busi- 
ness-managed company, rate increases 
of 135 per cent would be required to 
cover costs. If such increases were 
made in the cost of electricity in Ten- 
nessee it would be the highest of any 
state in the nation, instead of the 
lowest. 


HE failure of the public power 
policy in realizing the goal set by 
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THE ELECTRIC UTILITIES LOOK AHEAD 





For Want of a Nail—! 


wisi hesvac a government deliberately embarks on a campaign of 

competition with a private industry, a little freedom is lost. 

When a little freedom is lost, the door is opened to the eventual loss of 

all freedom for all business and for individual human enterprise as well. 

Government operation in the realm of private business is demonstrably 
bad business, bad for the nation, bad for the taxpayers.” 





its adoveates is further illustrated by 
the fact that at the end of 1948, Ne- 
braska, the only wholly public power 
state in the Union, had made electric- 
ity available to only 52 per cent of its 
farms, and Tennessee, the home of 
TVA, to only 58 per cent of its farms. 

Contrast those figures with the fact 
that electricity is available to 5,000,- 
000 farms in the United States for an 
over-all national average of 75 per 
cent. In the 5-county area served by 
Philadelphia Electric Company, 95 
per cent of the farms are electrified, 
and service is available to the remain- 
ing 5 per cent at a very reasonable 
minimum charge. 

More and more people are coming 
to realize that the threat of national- 
ization is not the exclusive problem of 
the utilities. The steel industry was 
threatened. The medical profession is 
currently under attack. And should 
any one group fall to nationalization, 
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we may well expect others to follow. 
Government intervention into the util- 
ity field sounds the danger signal to 
all business. 

A growing awareness of this prob- 
lem among people in every strata of 
society, and especially members of 
opinion-forming groups, is an impor- 
tant forward step toward the preserva- 
tion of the American idea of private 
enterprise as against government own- 
ership. 

Contrary to the popular fallacy, the 
farsighted business-managed utilities 
believe in the sound economic develop- 
ment and conservation of the nation’s 
natural resources. They recognize that 
stream control aimed at flood preven- 
tion, water supply, reclamation, and 
navigation involves functions of gov- 
ernment and that in this connection 
electric energy often can and should 
be developed. However, private utili- 
ties are of the firm conviction that 
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existing electric facilities should not 
be duplicated, nor should investor- 
owned companies be prevented from 
making their own developments of 
hydroelectric projects. 


HE utilities do not plead only what 

seems to be their own special in- 
terests. The matter of saving a busi- 
ness—any business—from national- 
ization is important only because 
saving it helps to preserve freedom for 
every American citizen. This is true 
of the railroads, the doctors, commu- 
nications, the steelmakers, or any 
other group whose particular field of 
business is being invaded by govern- 
ment and is being nationalized by 
stages. 

No one, not even the public power 
proponents, can detract from the mag- 
nificent record of service the electric 
utilities have made to the nation in 
war and in peace. Generating capacity, 
output, and reserve margins have in- 
creased substantially since VJ-Day 
and are equal to every foreseeable de- 
mand. Moreover, the electric utilities 
have helped spearhead the movement 
which made possible the enormous 
strides in the new fields of television, 
advanced electronics, and the peaceable 
uses of nuclear energy. In this respect, 
business-managed utilities have opened 
a door of opportunity for a greater 
exercise of our freedom of choice in 
the ever-widening horizons of indus- 
try. 

Public acceptance of the electric 
light and power industry, which gained 
momentum following the first World 
War, has broadened appreciably in 
recent years. Opinion polls show high 
customer satisfaction with electric 
service, and with the utilities that pro- 


vide it. On this basis, there is justifiable 
cause to believe the industry is in a 
better position today to move ahead 
and to improve its energy output, rev- 
enue, and earnings record than ever 
before. 


HE future of the utilities is inter- 

woven with the basic elements of 
the economic life of the nation. They 
are in a key position with everything 
to make for success. Yet the industry 
must be ever cognizant of the fact that 
this favorable position could prove its 
undoing unless utilities collectively 
recognize the increasing responsibili- 
ties of service which will be demanded 
of them as time goes on. It is a cer- 
tainty that demands for more exacting 
service standards will keep pace with 
the increasing needs for electric en- 
ergy. It is false economy which dic- 
tates restriction of customer service, 
and such a policy would ultimately cost 
far more than could possibly be saved 
by its elimination. 

It is but a short step from self-satis- 
faction to complacency and when an 
industry indulges in this common fail- 
ing it invites disaster. Customer con- 
tacts and the maintenance of customer 
good will is essential to avoid that 
serious pitfall. The encouragement and 
preservation of this good will must 
start at the top of the company, with 
those who are just as imbued with 
a desire to render individual customer 
service as the man who is called out to 
do the job. Mere lip service doesn’t help 
the housewife whose electric service 
disappears a half-hour before dinner. 
Self-congratulatory advertising does 
not make the man of the house any 
happier when his radio or television 
fails because of a power interruption. 
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THE ELECTRIC UTILITIES LOOK AHEAD 


For years the electric utility indus- 
try has been urging people to work and 
live electrically. It has succeeded in 
realizing this objective to a degree that 
has carried the demand for energy far 
beyond the fondest hopes of even the 
most optimistic prophets. 

Now that this idea has been sold, 
utilities must face the fact that greater 
use of power is accompanied by a de- 
mand for higher standards of service. 
What the industry did for a customer 
who used only a few lights and appli- 
ances years ago is woefully inadequate 
today, and so will present standards 
diminish in contrast with the exacting 
service requirements in the years 
ahead. 

As designs are improved and manu- 
facturing standards go higher, inter- 
ruptions affecting customers will, as a 
matter of course, lessen. Conversely, 
service demands will be more exacting. 
It is vitally important to the future 
well-being of the industry that ample 
budget provisions be made to permit 
the handling of emergency jobs as op- 
portunities to live up to an ideal, rather 
than to relegate this phase of the busi- 
ness to a money-making side line, 
where each service call becomes a po- 
tential item of profit. 


. is a trite axiom that the future 
belongs to youth. It always has. 
There is nothing new nor original 


about that conclusion. I much prefer 
to believe that the future belongs to 
those gifted with ability, initiative, 
courage, and determination not only 
to explore new fields of business and 
industry but likewise to defend and to 
preserve the system of government 
that makes possible their individual 
and collective progress. 

Change is the price of progress. We 
have seen it in the great transition in 
our modes of transportation, in our 
means of communications, and in the 
many and varied conveniences which 
help lighten the burden of our daily 
lives, at home and in the shop. There 
is, however, one constant which pre- 
vails throughout the most significant 
industrial and commercial changes 
wrought in modern times which is 
manifest to everyone, and that con- 
stant is power: specifically electricity. 

Not long ago, Dwight D. Eisen- 
hower, speaking to the American 
Newspaper Publishers Association, 
said, ““We must stand for individual 
freedom and for those things that are 
going to preserve the political and eco- 
nomic freedom of each one of us. We 
must combat relentlessly any needless 
invasion of those freedoms, because 
the attack on any freedom will never, 
in any country, be isolated and indi- 
vidual. It will be a creeping thing that 
will be on the door front and will at- 
tack all.” 
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ments of the economic life of the nation. They are ina key 


q “THE future of the utilities is interwoven with the basic ele- 


position with everything to make for success. Yet the in- 
dustry must be ever cognizant of the fact that this favorable 
position could prove its undoing unless utilities collectively 
recognize the increasing responsibilities of service which 
will be demanded of them as time goes on.” 
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This summation of a difficult ques- 
tion strikes home. It is a cogent 
analysis of the situation which every 
American should translate into action. 
Our system of government finds its 
greatest strength in a grass-roots un- 
derstanding of problems. It is pre- 
cisely at this local level that the electric 
utilities find their greatest opportu- 
nity, and greatest challenge. Commu- 
nity understanding leads to statewide 
understanding and thence to a more 
true appreciation of the situation on 
the national level. 


O” industry has pioneered in this 
direction. It does not suggest 
that its efforts are a cure-all for the 
ills which beset utilities, but does pro- 
pose that its endeavors are a step in 
the right direction and deserving of 
the active support of all industry 


members. This far-reaching educa- 
tional campaign embraces the activi- 
ties of the Edison Electric Institute, 
the Electric Companies Advertising 
Program, the National Association of 
Electric Companies, and the year-old 
Public Information Program. 

All of these groups perform func- 
tions which are important to the over- 
all picture. However, it is in the local 
communities that we must succeed be- 
fore success on the national level can 
become an accomplished fact. Indi- 
vidual companies must achieve public 
acceptance by living up to their re- 
sponsibilities to the publics they serve 
—the customers, the investors, the em- 
ployees, and the nation. 

The best defense is a good offense, 
and the creation of a cordial relation- 
ship between the industry and the 
public is of the utmost importance. 


Utilities, and all other industry as 
well, must sell and resell the concept 
of private enterprise, but they must 
first be sure they have something to 
sell. Moreover, they should take fre- 
quent inventory of their wares and 
their sales methods so that they con- 
stantly measure up to the needs of 
the public, and are not outmoded. 

The prime product which utilities 
have to sell, and must sell, is service 
—personalized service. This is the 
keystone upon which the industry 
must build in order that it may merit 
the caliber of public relations which 
augurs for a more complete under- 
standing of the issues confronting 
electric light and power companies. 

By and large, utilities have im- 
proved their public relations position. 
They have earned the right to this 
good opinion because, in providing 
an indispensable low-cost service they 
have likewise learned the supreme 
importance of securing and maintain- 
ing the good will of the publics they 
serve. Recognition of this fact revi- 
talizes industry thinking and consti- 
tutes a dynamic safeguard for the 
preservation of private enterprise. 

In the final analysis it is in the 
arena of public opinion that the prob- 
lems will be resolved. I am convinced 
that facts are our most potent weap- 
ons in the war of ideas, and that if 
we use them wisely then the business- 
managed, tax-paying electric utility 
industry in these United States may 
not only weather the onslaught of 
those whose one obsession seems to 
be total nationalization, but they will 
move forward to greater contribu- 
tions to the social and economic life 
of our nation. 
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Public Information Program 


During recent years there has been increasing recognition 
throughout the electric utility industry of the need for bring- 
ing more information to the public concerning utility develop- 
ment and its regulation under our American system of private 
enterprise. An important movement was started a little more 
than a year ago within the electric industry by a group of op- 
erating company executives who wanted to stress the “grass- 
roots” approach—reaching the industry's customers at the local 
level of actual company operations. 


By JAMES W. PARKER* 
PRESIDENT, THE DETROIT EDISON COMPANY 


SMALL group of power company 
executives — feeling the need 
for a factual information pro- 

gram about the electric industry and 
determined to do something about it— 
met in Chicago a little more than a 
year ago and arrived at a plan of 
action to inform the public of the facts 
about the industry. 

There were ten men at the meeting, 
only a sprinkling of the industry. We 
had one thing in common—the belief 
that the people should be told of the 
rapid growth of public power as a 
threat to the business-managed elec- 
tric industry and the traditional ways 
of American business. 

We formed the Public Information 
Program, popularly referred to as 
PIP. We were fired with a desire to 


*For additional personal note, see “Pages 
with the Editors.” 
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do something about the paralysis that 
overtakes an industry when the ten- 
tacles of Socialism get a hold. This 
idea has made a lot of sense to many 
companies since that time. Today 
more than half the industry is partici- 
pating in the program. 

We feel it will grow, because the 
threat that we are facing eventually 
comes to every company’s back door. 
It is well known in the Northwest; it 
is a familiar story in the territory of 
the Southwestern Power Administra- 
tion ; and the people of the new South- 
eastern Power Administration are just 
learning. New England is getting a 
barrage of public power propaganda. 
And so it goes throughout the nation, 
not always, necessarily, in the form of 
valley authorities that are the subject 
of so much public attention. Public 
debate of the issues is our democratic 
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way of arriving at decisions. The new 
agencies for marketing public power, 
which evolve into power administra- 
tions with transmission systems and 
steam-generating plants, are more 
devious and sly. They achieve by 
backdoor methods a goal that could 
not be reached under the light of 
public debate. 


Paar at the first meeting were J. 
B. Thomas, president of the Texas 
Electric Service Company, Fort 
Worth, who was named acting chair- 
man of the steering committee; 
Charles E. Oakes, president, Penn- 
sylvania Power & Light Company, 
Allentown; Philip H. Powers, presi- 
dent, West Penn Power Company, 
Pittsburgh; George M. Gadsby, presi- 
dent, Utah Power & Light Company, 
Salt Lake City; J. E. Corette, vice 
president, Montana Power Company, 
Butte; Kinsey M. Robinson, president, 
The Washington Water Power Com- 
pany, Spokane; J. E. Loiseau, presi- 
dent, Public Service Company of 
Colorado, Denver; Grover C. Neff, 
president, Wisconsin Power & Light 
Company, Madison; Louis V. Sutton, 
president, Carolina Power & Light 
Company, Raleigh; and myself. 

For the past year I have served as 
chairman of the steering committee 
and as such I have had a grandstand 
seat watching this program grow in 
membership and results. 

One result I find in looking over the 
annual reports of the companies this 
year: More and more contain state- 
ments drawing attention to the in- 
creasing threat of government power 
in competition with private industry. 

The statement of another utility 
executive, T. E. Roach, president of 
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the Idaho Power Company, seems to 
me of especial significance since his 
company has been an outstanding ex- 
ample of the government working in 
harmony with private industry for the 
good of the people of the Snake river 
region. 

Mr. Roach discussed the ex- 
pansion of the company under the 
private enterprise system and included 
this comment : 


In the case of Idaho Power, there- 
fore, no case can be made for govern- 
ment encroachment . . . The drive to 
socialize the electric power business 
has become a national rather than a 
local or regional problem. Its future 
course will be decided by Congress 
and it behooves every investor in the 
business-managed electric industry to 
actively use every proper means to 
halt the trend toward government 
ownership and operation of the indus- 


try. 


‘a trend is progressing rapidly. 
We do not have to take the word 
of some member of the industry, who 
might be accused of having a biased 
viewpoint. We have the word of Sec- 
retary of Interior Chapman himself. 
He told the National Rural Electric 
Codperative Association convention 
in Chicago: 

The department is now operating 
and marketing the largest aggregate 
of hydroelectric capacity in the world 
... In the meantime, the Department 
of Interior is moving ahead at a record 
rate in setting up facilities for the 
trunk-line transmission of energy from 
power plants now operating or under 
construction. 


Thus you can see that ambitious 
public power men are working hard at 
their task. Their tools are consider- 
able, and not the least of these is a 
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The False Alarm of Power Shortage 


“_.. ambitious public power men are working hard at their task. Their 
tools are considerable, and not the least of these is a propaganda task 
force that cries out over the land about ‘shortages, ‘monopoly power,’ 
and ‘cheap public power.’ Their cry is so loud and steady that they give 
the impression that the public is clamoring for more public power.” 





propaganda task force that cries out 
over the land about “shortages,” 
“monopoly power,” and “cheap public 
power.” Their cry is so loud and 
steady that they give the impression 
that the public is clamoring for more 
public power. 

This is hardly the case. Actually, 
this disturbance raised by public pow- 
er advocates comes from between one- 
fourth and one-fifth of the population, 
according to a reliable survey. 

We in PIP believe that unless some- 
thing is done to inform the people of 
the facts about the industry—to com- 
bat the reckless propaganda warfare 
by this little corps of eager men—the 
people of this country will awaken too 
late to the fact that this industry is 
nationalized. It may be under the 
name of public welfare, welfare state, 
or fair deal, or a number of other 
high-sounding phrases. But, it adds 
up to the socialization of an industry. 
And once the disease spreads over one 
industry, it turns to others. 
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P” is operating on three levels— 
local, regional, and national. Noth- 
ing is done to interfere with the local 
press relations problems of a company. 
Background speech material, press and 
employee information are provided as 
a supplement to the local activity. 

The regional meetings are perhaps 
the most important phase of this pro- 
gram. There are now four regional 
groups, the Mid-Atlantic, Inter- 
Mountain, East North Central, and 
West North Central. Others are being 
formed. 

At these monthly round-table meet- 
ings of executives, ideas are ex- 
changed for meeting the problems of 
the area. A codrdinated program is 
drawn up to provide information 
about the industry to the public. 

One of the most important phases 
of the regional meetings is the devel- 
opment of ways to inform employees 
of the facts about their company and 
the industry. This seems to be a basic 
job, so that the employees can talk in- 
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telligently to the customers. It is a 
startling fact to me that a survey 
shows that only 10 per cent of the cus- 
tomers of business-managed com- 
panies recall having conversations 
with employees about the company. 
One customer in every five does not 
realize that he is served by a private 
company. These uninformed custom- 
ers favor government-subsidized pow- 
er in the mistaken belief that they are 
now receiving this type of service. 
This is where an educational program 
can be most effective. 

Stimulated by these regional meet- 
ings, a number of companies have 
taken an increased interest in telling 
their story to employees through 
forums, meetings, and pamphlets. We 
have found that employees welcome 
this information. 

A regional chairman and secretary 
are chosen and they are responsible for 
the programs and the continuity of 
the meetings. The discussions range 
over employee information, stockhold- 
er and customer relations, plant tours, 
press and radio contacts, and codp- 
eration with allied industries. 


ewan = 58 the program is di- 
rected by the steering committee. 
The story of the power industry is 
told through every medium of public 
information. Cartoons by Ding Dar- 
ling, well-known foe of Socialism, 
with texts by Don Herold, are provid- 
ed to newspapers. 

The program is carried out by 
Bozell & Jacobs, Inc., a public rela- 
tions and advertising firm that has 
been in the utility field for thirty years. 
The work is directed from the New 
York office, and offices in ten other 
cities give assistance. Central Surveys, 
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Inc., is the survey organizatio 
PIP was not formed just to bh 
against something. In a statement o 
principles adopted by the participating 
companies, we say : 
We stand foursquare for the preser 


vation and strengthening of the Ameri 
can system of equal opportunity fo 


We believe the American free enter: 
prise system can provide more bene- 
fits for more people than any alterna- 
tive system, existing or proposed. 

We believe in the sound economic 
development, conservation, and use of 
the natural resources of the nation in 
the general public interest. 

We believe that the same policy of 
democracy should apply to all indus- 
try ; that is, government should not in 
a proprietary manner perform func- 
tions that industry is fully capable and 
willing to perform. 

We believe that maximum benefits 
will accrue to the nation through the 
cooperative efforts of government and 
the investor-owned electric utility in- 
dustry. 


This last statement is to me one of 
the most important. Business and 
government working together for the 
people, in the traditional American 
way, have made this country great. 
And the business-managed power in- 
dustry again is building up an ade- 
quate reserve for national defense. 
Government in competition with busi- 
ness runs counter to our free enter- 
prise system and can do untold dam- 
age to our economy. 


by an effort to bring some element 
of harmony into this scene, the 
industry is working in codperation 
with the Water Resources Policy 
Commission on the formation of a 
sound Federal power policy. A dec- 
laration of principles as a framework 
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PUBLIC INFORMATION PROGRAM 


of government operations is vitally 
needed. This is particularly true since 
there is not now a power shortage in 
the nation, and 95 per cent of all the 
occupied homes of the country are sup- 
plied with electricity. 

I do not believe that the best inter- 
ests of the public are being served 
when the Interior Department enters 
into alliances with super codperatives 
to obtain REA funds for transmission 
lines and steam-generating plants that 
compete with established systems. 

Super co-ops that compete directly 
with existing power systems are crop- 
ping up in Michigan. The most 
flagrant example of the government’s 
entrance into the transmission busi- 
ness, however, is in the Southwest. 
REA has approved loans of more than 
$40,000,000 to super codperatives of 


that area for generating plants and 
hundreds of miles of transmission 
lines. 

The Southwestern Power Adminis- 
tration has contracted to purchase the 
entire output of these big codperatives 
and has leased the lines for forty 
years. Thus the SWPA achieves by 
subterfuge what it could not do by 
direct methods. When SWPA went to 
Congress for funds for transmission 
lines, the request was rejected. 

These are the schemes that must be 
aired, along with the notion that pub- 
lic power is cheap. It is not cheap. I 
believe that if these facts are under- 
stood, the people will decide in favor 
of the free enterprise system as 
against government ownership and 
domination. But we must be told the 
facts, and that is why I believe in PIP. 





4 ave my opinion there is a great deal of myth in what is said 
and written about lack of competition in this country. 


You get the impression from some things you read that we 
have less competition than we used to have; and yet there is 
very good evidence that the opposite is true. Our economy ts 
much more competitive than the economies of western Europe 
from which it sprung—and we are moving toward greater 
competition. 

“The test of competition does not lie in theory but in fact. 
The test of competition is opportunity. Can buyers find alter- 
native sellers? Can sellers find alternative buyers? Can people 
who want to do so go into business for themselves, make a 
living, and progress? 

“Well, let us look at the record. It shows that the number of 
firms in the United States is increasing at a faster rate than 
the population, In 1900, there were twenty-one firms for every 
thousand persons. In 1947, there were twenty-six for every 
thousand. There are now some four million private enterprises 
in this country. And note this, 95 per cent of them have fewer 
than one hundred employees. Furthermore, there are now 
20 per cent more individual enterprises than there were before 
the war.” 

—EvucENE HoLMAN, 
President, Standard Oil Company 
(New Jersey). 
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The Welfare State in Motion 


Has the public come to look upon the status of public utility as 

a mere prelude to eventual conversion to public ownership? 

While there is neither economic nor legal reason for such a 

viewpoint, there is danger that a popular pattern of public think- 

ing can slip into such a fallacious groove by default, unless 
the hoax of the “welfare state” is exposed. 


By EMERSON P. SCHMIDT* 
DIRECTOR, ECONOMIC RESEARCH DEPARTMENT, CHAMBER 
OF COMMERCE OF THE UNITED STATES 


, NHE welfare state is on the march. 
It moves in many directions all 
at once. The expansion of the 

“public utility” concept is not over- 

looked. The members of the Joint 

Congressional Committee on the Eco- 

nomic Report have split into opposing 

camps over a committee staff proposal 
that the steel industry be examined 
with a view to determine whether or 
not it can be labeled “an industry af- 
fected with a public interest.” While 
its chairman, Senator O’Mahoney, 
vigorously denies that this will mean 
government fixing the prices of some 
thousands of varieties of steel, Senator 
Taft, taking a small look ahead, sees 
that this is what would be involved. 
Once a business is declared a public 
utility, it always raises in the breasts 
of many the hope of public ownership 


*For additional personal note, see “Pages 
with the Editors.” 
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a little later. If steel gets the official 
label, it will be only a matter of time 
until other industries will fall under 
the “affected with a public interest” 
ax. The welfare state means more 
and more intervention in the private 
lives and business affairs of all Amer- 
icans. For this reason it is important 
to reéxamine the nature and character 
of this new organism to see what it 
may mean. 


The Welfare State versus 
Human Welfare 


How noble the goal may be, if 

the method is wrong the goal will 
not be attained. In Ethos, a mother, 
pining over the plight of her infant 
son, heard that water was bad for him. 
She gave him only whiskey to quench 
his thirst. After the autopsy the doc- 
tor said, “The mother meant well, but 
she didn’t know what well means.” 
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Dispute over method and means is 
endless, even among those who com- 
pletely agree on objectives. The uni- 
fication of Europe has been an aspira- 
tion of peace lovers for a long time. 
Hitler offered to unify Europe — we 
objected to his methods. 

Ralph Waldo Emerson said, “The 
end preéxists in the means.” This was 
a learned way of saying that whether 
we attain our goal is inseparably de- 
termined by what methods and means 
we employ. 

The disputes over the welfare state 
are not over welfare, but over the 
wisest method to achieve it, and par- 
ticularly over the degree of force and 
compulsion that is necessary or desir- 
able to gain our ends. From ancient 
times the wise men, the men we re- 
member and quote, have told us that 
human well-being and contentment 
rest largely on forces from within the 
individual. The Bible, concerned from 
cover to cover with human beings and 
human welfare, contains scarcely a 
thought or a sentence which a welfare 
statist could quote in behalf of his 
method for attaining welfare. 


Even the Welfare Statist Can Quote 
And Misquote the Constitution 


HE welfare statist, experiencing a 
growing uneasiness about the 
soundness of his philosophy, keeps 
searching and quoting the Constitu- 
tion to justify the expansion of the 
state. President Truman, in support 
of one of his programs, recently said: 
For many generations we have 
recognized that there are legitimate 
roles for the government to play in pro- 
tecting our people from economic in- 
justice and hardship. Our founding 
fathers explicitly stated this. In the 
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preamble to the Constitution of the 
United States, it is declared that this 
government was established among 
other reasons to “promote the general 
welfare.” 


In so saying, the President not only 
misquoted the Constitution, but re- 
interpreted it to make it appear to 
conform to the ideas of the welfare 
state. Actually, what the preamble 
says is that “We... the people... in 
order to . . . promote the general wel- 
fare... establish this Constitution...” 
The Constitution was established to 
attain these goals. 

Now, this may seem like quibbling 
over words, but the distinction is 
fundamental. The founding fathers 
aimed to establish a general frame- 
work, a set of broad rules within 
which human beings would function 
and operate, as individuals, as groups, 
and sometimes even as government. 
There is a vast difference, however, 
between setting up a government to 
do things for the individual and set- 
ting up a constitutional system within 
which individuals can do things for 
themselves and for each other. 

It is this subtle rewriting of the 
Constitution, this invoking of the gen- 
eral welfare clause, which is rapidly 
transforming America from a society 
of individuals into a society of con- 
flicting groups which can end only in 
the total state. 


yi». United States Supreme Court, 
furthermore, has repeatedly held 
that the preamble of the Constitution 
confers in no sense any authority for 
government action, either state or 
Federal. It is the subsequent part of 
the Constitution which allocates power 
and authority. The founding fathers 
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assigned to Congress only 17 groups 
of powers (Article 3, § 8). Congress 
has these powers and no others. Tech- 
nically, Congress cannot even pass laws 
to promote the general welfare! Every 
law it passes must be based on one or 
another of specific, enumerated pow- 
ers. Of course, no one would atgue 
that the Constitution should settle this 
matter for all time. But if the wel- 
fare statists are smarting under a 
sense of guilty unconstitutionalism, 
and if they mean to drive our society 
further down the road of statism, per- 
haps they would better call a constitu- 
tional convention to scrap what we 
have and pave the way to utopia via 
the total state. Let’s have it legal and 
constitutional. 


False Precedents 


N defense of current welfare state 

proposals, it is commonly argued 
that these are simply the modern, up- 
to-date counterparts of what the Fed- 
eral government has always done. It 
is argued, for example, that the gov- 
ernment adopted a tariff to promote 
the welfare of business. Again, it 
passed the Homestead Act parceling 
out land to promote the welfare of 
farmers. It passed the Sherman anti- 
trust law, appropriated for highways, 
established a commission to regulate 
railroads, and created a system of cur- 
rency and of weights and measures. 


These are accepted and pronounced 
good. Those who argue against the 
welfare state, it is asserted, are simply 
mossbacks, old-fashioned, who refuse 
to permit government to grow with 
the change in problems, in technology, 
and in people’s needs. This argument 
must be met. Let’s see if we can meet 
it. 


|. qapres the tariff was not passed 
for the benefit of businessmen, 
even if they were proponents. The 
tariff was advanced in order to create 
an internal market for agricultural 
produce and to make the nation inde- 
pendent of a quarreling and unstable 
Europe. We were not going to remain 
only a food and raw material produc- 
ing nation. 

Land grants to railroads were made 
not to benefit the railroad, nor to bene- 
fit the individual stockholders, nor any 
other class, but rather to help settle 
this empty continent. There was fear 
that the imperialist expansion and 
pressing populations of other lands 
were never going to let alone this con- 
tinent, so rich in space and resources, 
unless we filled it up quickly. Building 
railroads was the best way to accom- 
plish this. But railroads could hardly 
be expected to stretch out into thou- 
sands of miles of wilderness without 
incentive. The government, there- 
fore, instead of building railroads it- 
self as other nations did, offered as an 
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tion of the individual's income from his economic value to 


q “Tue basic characteristic of the welfare state is the separa- 


society. In 1929 about $1 billion was paid out on the basis 
of need. By 1947 this figure had risen to $12 billion, or 
nearly twice the combined dividends of all American cor- 
porations.” 
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THE WELFARE STATE IN MOTION 


incentive millions of acres of virtually 
worthless land which had been taken 
from the Indians. This was a benefit, 
but given without taxing Paul to give 
0 Peter—the basic characteristic of 
the current welfare state. 

Similarly, the Homestead Act of 
1862 provided land virtually free 
of cost to anyone willing to settle on 
i. The government was simply pass- 
ing title to land which cost society 
nothing. 

The Interstate Commerce Commis- 
sion regulated an industry which is 
“naturally monopolistic.” In uphold- 
ing the first public utility regulation 
in this country, the United States Su- 
preme Court quoted from a pro- 
nouncement 300 years ago of Lord 
Chief Justice Hale, saying that from 
time immemorial these businesses in 
which competition cannot protect the 
consumer have been regulated by gov- 
ernment. To argue that the regulation 
of these monopolies is simply a fore- 
runner of the current welfare state 
is indeed a distortion of history. 


Nature of Welfare State 


Now: what is this welfare state that 
is the center of controversy? It 
is so multisided that no single descrip- 
tion can do it justice. But its essence 
is that the incomes of people should not 
be tied, or at least not too closely tied, 
to their economic contributions to 
society. The basic characteristic of the 
welfare state is the separation of the 
individual’s income from his economic 
value to society. In 1929 about $1 bil- 
lion was paid out on the basis of need. 
By 1947 this figure had risen to 
$12 billion, or nearly twice the 
combined dividends of all American 
corporations. 
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While everyone believes in helping 
people in distress, the current welfare 
state goes far beyond this elemental 
spirit of human compassion. In doing 
so this means, its critics fear, the 
growing destruction of incentives— 
incentives for the beneficiaries to work 
and save; and incentive and ability 
of those who bear the tax burdens to 
save, to invest, and to expand our 
productive capacity. 


Wie perhaps a selfish motive ac- 
tivates some who oppose the wel- 
fare state, their skepticism has a much 
deeper foundation. They are con- 
cerned with this destruction of incen- 
tives, both of the beneficiaries and of 
those burdened with carrying them. 
They question whether we will retain 
the dynamic drive toward expansion 
and economic progress that is so es- 
sential if we are going to bear up under 
the growing load of our commitments, 
both foreign and domestic. 
Government now takes 25 per cent 
of our national income. Colin Clark, 
a highly respected Australian econ- 
omist, after careful study in many 
countries, came to the conclusion that 
when once the government tax-take 
equals 25 cents out of every dollar, a 
democratic society gets into trouble. 
Incentives to work are weakened. Re- 
sistance to the tax burden rises. Peo- 
ple find ways and means of tax avoid- 
ance. Disemployment rises. The 
economy goes into a tail spin and this 
leads to deficit financing, whereby the 
economy strives, so to speak, to float 
itself through inflation to a higher 
price level to make the tax burden 
more bearable. But this provides only 
temporary relief. Just why the “25 
per cent tax-take” is the peril point is 
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Siphoning Effect of Welfare State 


4 


HE welfare state is a powerful suction pump designed to trans- 


fer income from the more efficient and successful elements in 
society to those of opposite characteristics. It is an engine which re- 
duces the savings of those with more than average income. But this 
transfer simultaneously must reduce and perhaps destroy what econ- 
omists call ‘capital formation.’ Without this new investment, without 
innovations and new technology, economic progress is impossible.” 





not known, but so it has occurred in 


country after country. We have 
reached this peril point. 


HE British have exceeded this 
point. But their economy is no 
longer viable. They cannot meet their 
obligations. Controls continue and 
expand. Labor is restless. The Econ- 
omist, the liberal British weekly maga- 
zine, states that personal saving has all 
but disappeared from the economy. 
Seeing these developments, many 
critics of the welfare state argue, 
in the interests of our welfare and in- 
deed our survival in a hostile world, 
that we had better reéxamine the de- 
bilitating effects of the welfare state. 
The right to spend one’s income as 
he sees fit has been regarded as an es- 
sential of individual liberty. The pro- 
gressive income tax plus a host of 
other taxes already deny our citizens 
this right to a marked degree. Exist- 
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ing and urgently proposed social se- 
curity programs will cost from 20 to 
23 per cent of payroll. The railroad 
security program already costs 15.5 
per cent and actuaries agree that it is 
underfinanced, nor does it include so- 
cialized medicine and a number of 
other costly programs now being 
promoted. 

It is clear that the more government 
takes our earnings from us and spends 
this tax-take, the smaller is the area 
and scope for individually determined 
expenditures to suit one’s own tastes 
and needs. This is but one way by 
which the welfare state destroys the 
freedom of the individual. Social se- 
curity has a place in a dynamic eco- 
nomic society but just as an individual 
can be “insurance poor” so a society 
can be unduly security-minded. This 
question of degree is crucial. If work- 
ers and others prefer to take part of 
their income in the form of deferred 
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benefits and are willing to pay for it, 
that should be their privilege. 


The Welfare State Impairs 
Expansion 


{eee welfare state is a powerful 
suction pump designed to transfer 
income from the more efficient and 
successful elements in society to those 
of opposite characteristics. It is an en- 
gine which reduces the savings of 
those with more than average income. 

But this transfer simultaneously 
must reduce and perhaps destroy what 
economists call “capital formation.” 
Without this new investment, without 
innovations and new technology, eco- 
nomic progress is impossible. In Eng- 
land personal savings, as we have seen, 
have all but disappeared. The welfare 
state puts the emphasis on consump- 
tion, at the expense of production and 
new investment. This is self-defeating 
because rising consumption is depend- 
ent upon rising production and invest- 
ment. The British political leaders now 
know this to be true but they are as 
helpless as a drowning man in mid- 
ocean. So they resort to exhortation to 
get production up. But five years of 
exhortation have failed to solve their 
problems. 

In modern democracies the emphasis 
is on immediate tangibles. There are 
few votes for saving and for the time- 
consuming and laborious process of 
adding to the total supply of capital 
goods and productive capacity. 

Until the last decade or two our 
productivity per man-hour increased 
about 2.5 per cent per year. Since 1940, 
it is doubtful that this rise in produc- 
tion has been 1 per cent per year. By 
taking away the funds which might 
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have gone to new investment and the 
incentive to invest, through taxation 
and a militant aggressive unionism, we 
may make the beneficiaries better off in 
the very short run by a few percentage 
points. However, since average pro- 
ductivity rises by 2.5 per cent per year 
if the investment incentives are main- 
tained, this would mean a rise in real 
output by about 15 per cent, or nearly 
one-seventh, in the short space of five 
years. We have no moral right to con- 
sign the young men or women of to- 
day, future generations, our children 
and children’s children, to economic 
stagnation, as the British have already 
done. Thwarting the capacity for eco- 
nomic growth is an economic sin easily 
committed and difficult to undo. The 
failure of output per man-hour to re- 
sume its previous upward trend, is the 
best evidence that we too may already 
be in trouble. 


Government Assumes Unbearable 
Burdens 
A’ government goes deeper and 
deeper into the welfare state the 
capacity of the legislature to handle 
the business on hand will diminish by 
leaps and bounds. More and more must 
be turned over to administrative bu- 
reaus, and citizen control of govern- 
ment becomes more remote. This is 
how liberty gets lost. 

Throughout most of our history the 
Congress has been in annual session 
only for a few months. In the last dec- 
ade with the growth of the welfare 
state it has become increasingly diffi- 
cult each year for the Congress to com- 
plete its business before the new year 
comes. From 1900 to 1905 the average 
session lasted about 150 days. Even in 
the early 1930’s this figure was rarely 
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exceeded. If we impose more and more 
duties and burdens upon government, 
it will become progressively more and 
more impossible for the Congress to 
consider foreign problems, review ade- 
quately the work of the bureaus and 
existing programs, and consider ap- 
propriations, taxation, and new pro- 
posals. This is the stuff of which dic- 
tatorship is made. The people become 
more and more confused. Congress 
seems befuddled and bemused. Critics 
cry out for action. Faith in Congress 
dies out. Mass action movements are 
organized and one day when the 
leadership is ripe, power will pass from 
the people to the leaders to bring 
“order” out of chaos. It is not going 
too far to say that today’s planners of 
the welfare state are the architects of 
the total state. 

This lengthening of congressional 
sessions in turn seems to make justi- 
fiable much higher pay for Congress- 
men, to say nothing of tax-free ex- 
pense accounts. Then the attraction of 
personal gain through public office be- 
comes that much greater. Instead of 
attracting public-spirited citizens to 
office who are successful in their own 
right, this means turning our entire 
affairs—political, economic, foreign, 
and all—over to professional politi- 
cians whose primary, if not exclusive, 
aim is to get and keep office and the 
enormous emoluments thereof. Sena- 
tor La Follette, the elder, once said in 
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a speech that “neither wealth, na 
power, nor the voice of the howli 
mob would deter me one hair’s breadt 
from my chosen path.” With politic 
professionalized, how many La Fo 
lettes can we expect to hear? 


HE welfare state merges ec( 

nomics and politics. The foundi 
fathers were at great pains to separat 
the legislative, executive, and judicig 
branches of the government. They b¢ 
lieved stoutly in limited governmen 
Their principles were the result of « 
perience with unlimited governmen 
They were profoundly influenced b 
the great liberals of the seventeent 
century. Thomas Hobbes had said 
“Freedom is political power divide 
into small fragments.” 

The tyranny of the state has bee 
demonstrated anew in our times i 
Italy, Germany, and Russia. Demog 
racies one after another have give 
way to the total state, with the stat 
made responsible for welfare, for e 
ployment, for security. The politicia 
govern and control not only the tradi 
tional affairs of government, but als 
the economic system. Instead of di 
persing and diffusing power and a 
thority, the total drift of the welfar 
state is toward the concentration 0 
power and authority. 

Because the dangers of this drift it 
the short run are obscured, the masse 
of people and even educated person 


thinner it spreads itself over an ever wider range of ac- 


q “LET government do a few things, but do them well. The 


tivities, the more will it bungle what it does. All would 
agree that it has the primary responsibility in foreign rela- 
tions and mitigating boom-bust through monetary and fiscal 
policies—yet it has failed dismally in both these fields.” 
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il or refuse to see the danger. Thus 
kar Ewing, one of the most aggres- 
e planners of the welfare state, re- 
ntly said, “The only people who 
ory about the welfare state are 
yse who worry about paying a cent 
two more on their taxes.” If this is 
pthen the wisdom of the founding fa- 
ers, who built a system under which 
have greatly flourished and enjoyed 
Mxrty, is no longer valid. How would 
wing answer the challenge of Van- 
ar Bush who recently said that it 
may not be long before we will “have 
bken care of everyone at the expense 
i everyone else, and failed to take 
tre Of the primary national interest. 
fe cannot afford to interfere unduly, 
en in the name of humanitarianism, 
ith the diversified vigorous private 
nitiative that has made us great.” 
What about the words of warning 
sued recently by General Dwight 
fisenhower, by ex-Secretary of State 
ames F, Byrnes, and a host of other 
pected and honored citizens who 
ave raised their voices against a trend 
hich they knew would gain them no 
opular acclaim? Would Oscar Ewing 
ty to Bush, Eisenhower, and Byrnes 
hat they were just afraid that the wel- 
are state might cost them another 
‘cent or two” in their income tax? 


The Politician Feeds on the Welfare 
State 


HE drift toward welfare statism 

exudes primarily from the ambi- 
ion of politicians. The masses rarely 
demand anything—although their am- 
titious leaders may. To be sure, the 
masses of the people always could use 
more income, they may be made envi- 
ous of their betters and they will re- 
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spond to accounts of their plight and 
may welcome the strong arm of the 
state taking from Peter to give to Paul. 


|: nd the politician, striving for the 
prestige, the emoluments, and in- 
come of public office, is the real pro- 
moter of the welfare state. Once gov- 
ernment is viewed as a device for re- 
distributing income and a dispenser of 
the product of our economy, any 
politician who promises any less than 
another is viewed as inadequately im- 
bued with the spirit of human welfare. 
Once the government comes to the 
economic rescue of any sector or 
group, other sectors and groups ap- 
pear to be left behind. So the welfare 
state comes to the rescue of group 
after group—soaking not only the ef- 
ficient and successful elements in so- 
ciety, but soaking everybody and 
charging a heavy brokerage fee for the 
handling of the funds and administer- 
ing the programs. The welfare state 
thus fathers growing groupism and 
conflict and destroys the viability of 
the economy. 

Put this type of welfare statist race 
into effect, and any office seeker who 
even questions it, is suspect and labeled 
an enemy of the people. For this reason 
the probability of restricting public 
succor to those in distress—with which 
all would agree—is remote indeed. 

Given this temper among the elec- 
torate and the insatiable appetite for 
office among politicians, is there really 
any stopping point in the welfare 
state short of the total state? H. L. 
Mencken, the sage from Baltimore, 
once said that if a politician found that 
he had cannibals among his constitu- 
ents he would promise them mission- 
aries for their Sunday dinner. Charles 
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Brannan, Secretary of Agriculture, re- 
cently said the Brannan plan will 
“mean for me either a palace or the 
back house.” 


Render unto Caesar... 


ET government do a few things, but 
do them well. The thinner it 
spreads itself over an ever wider range 
of activities, the more will it bungle 
what it does. All would agree that it 
has the primary responsibility in for- 
eign relations and mitigating boom- 
bust through monetary and fiscal poli- 


cies—yet it has failed dismally in both 
these fields. 

If we mean to preserve both eco- 
nomic progress and liberty we must 
keep political powers and economic 
powers, first, in separate hands, and, 
second, these powers must be kept as 
diffused and dispersed as is possible. 

The welfare statist who ignores this 
elementary principle is either ignorant 
of, or indifferent to, the lessons of his- 
tory. Is he willing to take the responsi- 
bilities for the consequence of the total 
state? 





ee ol demonstration [the loyalty parade], encouraging 
as it was, does not mean, however, that the general 
public is yet fully aware of the drift in this country toward 
Socialism, Nor does it mean that the man in the street is aware 
of the fact that the chief difference between Communism and 
Capitalism lies in economic policies and practices. 

“Our high standards of living and, to a very large degree, the 
rights and privileges we in the U: nited States enjoy are due to 
the fact that business here is managed and conducted by private 
individuals. In Russia the government owns everything and 
everyone works for the government. Erase that difference and 
the factors it involves and we have little to squabble about. 

“When a government owns and controls every means of live- 
lihood it becomes necessary for the people to do the bidding 
of those in power in that government. That would be true 
in the United States as well as in Russia, The right to vote, free- 
dom of worship, the right to select a career or a job, and all 
other rights would become meaningless. 

“Nevertheless we have well-meaning people even in high gov- 
ernment positions who seem perfectly willing and even anxious 
to turn our business organizations over to the government. 
Granted that some of these could be placed under government 
control and operation without damaging our economy too much, 
there is always the danger that power-hungry politicians may 
go much too far once a precedent has been established. 

“Consequently, there is more to guarding the American way 
of life than marching in a parade and shaking our fists at Russia. 
We must also make certain that the men we send to Congress and 
the bureaus we set up in Washington do not forget that this 
country was created and built by people acting and working 
as private individuals.” 


—RAtpH HENDERSHOT, 
Financial editor, New York World-Telegram. 
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What’s Being Done about 
Rights for Utility Stocks? 





This article gives us a business examination of 

preémptive subscription rights in utility equity 

financing. The problems and pitfalls are carefully 
explored. 


By FRANKLIN T. McCLINTOCK 
VICE PRESIDENT, HARRIMAN RIPLEY & CO., INC. 


pared by Ebasco Services In- 
corporated, over $670,000,000 
of public utility common stocks, 
measured by their public offering 
prices, were sold for cash to the pub- 
lic or to stockholders, and of this 
total about $442,000,000 represented 
issues to raise “new money” as dis- 
tinguished from divestment sales by 
holding companies and issues where 
the proceeds were used to retire sen- 
ior securities. The utility industry 
raised about $2,320,000,000 of new 
money during 1949 through all types 
of financing. Thus, sales of common 
stocks comprised approximately 19 
per cent of total new money financ- 
ing. For electric companies alone the 
percentage was over 23 per cent. 
Retained earnings are, of course, 
another important element in the 
equity portion of the capital structure 


i year, according to figures pre- 
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of the industry. These retained earn- 
ings in 1949, together with the pro- 
ceeds of sales of common stocks dur- 
ing the year, were sufficient, generally 
speaking, to maintain the ratio of 
equity capital to total capitalization 
at levels approximating previous lev- 
els in most segments of the industry. 
Senior securities convertible into 
common stocks, which it is hoped 
will in due course be so converted, 
have also played an important rdle in 
recent utility finance, particularly in 
the telephone field. 


— preémptive right of common 
shareholders to subscribe to addi- 
tional issues of common stocks, and to 
senior issues convertible into common 
stocks, is a time-honored principle in 
the United States. Its origins go back 
at least to the year 1807. Briefly, and 
without attempting to go into its vari- 
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ous ramifications, it may be said that 
the preémptive right of shareholders 
is predicated on the principle that the 
existing shareholders have a right to 
proper protection against the dilution, 
without their consent, of their exist- 
ing interests in the corporate assets 
and earnings, and of their proportion- 
ate voting power. As a practical mat- 
ter, when the shares of a large cor- 
poration are widely scattered among 
many stockholders, no one of whom 
owns an appreciable percentage, the 
necessity for the protection of propor- 
tionate voting power becomes quite 
academic. On the other hand, such 
voting power protection can be a mat- 
ter of major importance when the 
shares of a corporation are held by a 
small number of stockholders. 

A preémptive right of subscription 
generally accompanies the ownership 
of common stock, unless the charter 
or articles of incorporation of a com- 
pany expressly limit or deny the right. 
When the right is severely limited or 
denied, the stockholders continue to 
receive such protection as is afforded 
by the fiduciary obligation of the 
directors, against the dilution of the 
stockholders’ existing interest in the 
corporate assets and surplus, and 
against other possible breaches of 
trust. 


r is quite apparent that utility com- 
panies are tending to include se- 
vere limitations in their charters on 
the preémptive rights of stockholders. 
The writer has made a study of sum- 
maries of the provisions of the articles 
of incorporation of 143 representative 
utility companies to determine the ex- 
tent of the preémptive rights of their 
stockholders. The list of companies is 
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not all-inclusive, but it does include 
most of the larger electric, gas, and 
telephone companies whose common 
stocks are held by the general public, 
Charter limitations on the preémptive 
right follow various patterns, but we 
have divided the companies studied 
into two broad groups, the dividing 
line being whether an additional issue 
of common stock for cash must be 
first offered to stockholders, or 
whether such issues sold for cash may, 
under certain circumstances, be of- 
fered to the general public without 


giving subscription rights to stock- 
holders. This is the division: 
Numberof Per 
Companies Cent 
Must give rights .... 67 47 
Rights not obligatory 76 53 
143 100 


M*** of the seventy-six companies 
whose charters do not make the 
preémptive rights obligatory on sales 
for cash, are operating companies 
which have recently been divested by 
holding companies or are themselves 
holding companies which have been 
found by the Securities and Exchange 
Commission to meet the standards of 
the Public Utility Holding Company 
Act. 

While the charter provisions of a 
majority of the companies studied 
provide that new issues may be sold 
for cash without first giving subscrip- 
tion rights to stockholders, this does 
not mean that these companies do not 
sometimes voluntarily give their 
stockholders a right to subscribe to 
new issues of common stocks. During 
1949, of the seventy-six companies in 
this category, twenty-six companies 
actually sold additional issues of com- 
mon stock. Of the twenty-six, the 


768 





WHAT 


issues O 
offered d 
the issua 
stockholc 
The fr 
although 
gave tra: 
to the 
stocks. T 
of these 
through 
untarily 
tion met] 


does 
reas 
the dire 
avoid t 
rights. 
wishes t 
geograp 
ceptiona 
stock he 
and nei 
here is t 
for the 
holders 
More 
the reve 
compan 
been di 
throug! 
holders 
the mai 
ity mat 





in the 1 
gible s 


( 












ide issues of fifteen companies were 
indi fered directly to the public without 
ON he issuance of subscription rights to 
le. stockholders. 

vel The remaining eleven companies, 
. although under no obligation to do so, 
ed gave transferable subscription rights 
"8Hio the holders of their common 
UCR stocks. Thus, the directors of about 42 
be of these companies which financed 
TH through common stock in 1949, vol- 
YB mntarily decided to use the subscrip- 


t- tion method. 
ut 
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ro are a number of business 
reasons which frequently prompt 
’ Bthe directors of utility companies to 
avoid the issuance of subscription 
rights. Occasionally, management 
wishes to broaden the stockholder list 
geographically when there is an ex- 
ceptionally heavy concentration of 
stock holdings in the territory served 
and neighboring regions. The theory 
here is that a broader national market 
for the stock will benefit the stock- 
holders in the long run. 

More frequently the problem is in 
the reverse, particularly in the case of 
companies whose common stocks have 
been divested by holding companies 
through distribution to the security 
holders of holding companies. Here 
the management of an operating util- 
ity may well want investors residing 
in the territory to have a greater tan- 
gible stake in the operations of the 
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company. This objective can be ac- 
complished through a public offering 
unencumbered by subscription rights 
with greater facility than when the 
stockholders have a first call on the 
new offering. 

Other companies may wish to 
broaden the stockholder list without 
regard to geographic considerations. 
Still others may feel that possible 
benefits to stockholders from a right 
of subscription are outweighed by the 
lower price, additional expenses, and 
complexities of a subscription offer. 
Further along the question of a lower 
price for subscription offers will be 
discussed and at that point relative 
underwriting costs will be touched 
upon. As to the additional expenses 
and complexities, these involve the 
printing and mailing of prospectuses 
to all stockholders, the preparation 
and mailing of transferable subscrip- 
tion warrants, and arrangements to 
handle all the details in connection 
with subscriptions. 


| ipa there may very well be 
substantial business reasons, in a 
particular instance, for the directors 
of a company to seek to avoid mak- 
ing a subscription offer, there are 
also circumstances which may make 
it distinctly preferable to use the sub- 
scription method even when the char- 
ter is so drawn that the choice is left 
to the directors. For example, when 


sons, in a particular instance, for the directors of a company 


q “WHILE there may very well be substantial business rea- 


to seek to avoid making a subscription offer, there are also 
circumstances which may make it distinctly preferable to 







use the subscription method even when the charter is so 
drawn that the choice is left to the directors.” 
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the market price, or the price at 
which the additional shares can be 
sold, is below the book value of the 
existing shares, a general public offer- 
ing of the new shares might be ques- 
tioned as an improper distribution to 
outsiders of a potential interest in the 
existing surplus of the company. 
Also, the directors would no doubt 
weigh the situation carefully before 
making a general public offering if 
they had any reason to believe that 
the market price for the existing 
shares, or the anticipated sales price 
for the new shares, did not reflect 
fair value. 

The concept of fair value is illu- 
sive. It may properly be above or 
below the market price, or on the 
market price, depending on the facts 
present in a particular case. For just 
one of a number of examples, the 
market has recently seen rather per- 
sistent liquidation in certain operat- 
ing utility stocks which have been 
distributed to the stockholders of 
holding companies, one reason being 
presumably that the stocks were in 
part received by persons more inter- 
ested in a possible speculative profit 
in the holding company stock than in 
retention of an interest in a stable 
operating property. While the market 
price under these circumstances may 
be the best price obtainable at the mo- 
ment, it also may not be considered to 
be a fair price, if it is somewhat below 
the prices at which the stocks of com- 
parable operating companies are sell- 
ing. 


| Siero divestment sales by 
holding companies, about $110,- 
000,000 of utility common stocks 
were offered to the general public in 
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1949, whereas, about $400,000,00% 
of such common stocks were offered 
first to stockholders for subscriptio 
Thus, about 80 per cent of the aggre 
gate dollar amount of these sale 
consisted of issues where stock 
holders received subscription rights, 
In addition, over $430,000,000 o 
debt securities and preferred stocks 
convertible - into common - stocks 
(including $394,372,900 _ principal 
amount of convertible debentures o 
American Telephone and Telegraph 
Company) were sold during 1949 
and over 98 per cent of these offerings 
were made through rights to the com- 
mon stockholders. 


Fem special factors are impor- 
tant in pricing subscription offer- 
ings : “price dilution factor” ; “market 
pressure factor”; “lag factor.” 

The “price dilution factor” is a 
rather elementary feature of subscrip- 
tion offerings ; it is essentially the cal- 
culation of the theoretical value of the 
right. If a company offers new shares 
in the ratio of one for five outstanding 
shares, and sells the new shares at 90 
per cent of the market value, the mar- 
ket price of the shares just prior to 
the offering includes the value of the 
right. When the rights are traded 
separately from the shares, the shares 
are then said to sell “ex-rights.” In the 
example just mentioned, a rough cal- 
culation, based on percentages, of the 
value of the right is one-sixth of 10 
per cent or 1% per cent of the market 
price of the shares just prior to the 
offering. The “ex-rights” price for the 
stock would approximate the previous 
price less 1% per cent, other things 
being equal. An approximate dollar 
value for the right can be calculated 
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Meaningless Subscription Rights 


6¢ A RIGHT of oversubscription is not practical when the discount from 
market is small, and may be a positive hindrance in offerings 


close to or at the market. 


Since there are two ‘calls’ on the shares, the 


managing underwriter then has much greater difficulty in maintaining 

the delicate balance necessary to assure success of an offering, and, when 

the final outcome of the offering ts known, it may be apparent that the 

requisite selling effort to place the issue had not been made during the 
subscription period.” 





by dividing, six in this instance, into 
ithe difference between the previous 
market and the subscription price. 


b her dilution is of no importance, 
of course, to stockholders who 
_fexercise their rights, since the de- 

crease in the value of outstanding 
shares owned by the subscribing 
stockholders is fully offset by the still 
lower price paid for the new shares. 
Likewise, the stockholder who sells his 
tights is no worse off provided he ob- 
tains full value for his rights, because 
the sales value of his rights then equals 
the dilution in the value of the shares 
he already owns. There is a third va- 
tiety of stockholder who can be in- 
jured through a discount subscription 
offer—the “sleeper” stockholder who, 
for any reason or none at all, allows 
valuable rights to expire. The term 
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“sleeper stock” is not precisely syn- 
onymous with the term “‘unsubscribed 
stock.” Many alert stockholders may 
allow their rights to expire if the 
rights have little or no market value 
on the expiration date. 

The “market pressure factor” has 
nothing to do with the movement up 
or down of the general market, nor 
with any market appraisal of the pros- 
pects of acompany. The reference here 
is to the general pressure exerted by 
any offering of securities, whether sub- 
scription or general. Such offer will, 
in due course, be reflected in declining 
prices from a given level, unless 
enough buyers are interested in pur- 
chasing the security at the higher 
price. In other words, there is invaria- 
bly a market impact, which stems 
from the offering itself. This is the 
“market pressure factor.” 
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In a nonpreémptive general public 
offering the sales organizations of the 
underwriters and of distributing deal- 
ers are brought into action as soon as 
the offering is made. These sales or- 
ganizations are trained to seek out the 
buyers of securities. If an issue is 
properly priced, adequate effort nor- 
mally results in rapid distribution. 


ly a subscription offering, on the 
other hand, the underwriters and 
distributing dealers have, until fairly 
recently sat more or less on the side 
lines awaiting the outcome of the sub- 
scription. This was largely because 
they had no firm security to offer to 
investors until the outcome of the sub- 
scription was known. A large propor- 
tion of the rights are frequently of- 
fered for sale in subscription offer- 
ings of convertible debentures and 
convertible preferred stocks where the 
price of the security sometimes in- 
cludes value for a future “call” on 
the common stock, at a price con- 
siderably above the existing market 
for the common shares. This type 
of security is usually designed to find 
its market among investors other than 
existing stockholders. As a result, 
when large quantities of rights are for 
sale, there is always a question 
whether the available demand will be 
adequate to absorb them. 

In a subscription offering of size, 
dealers frequently engage in arbitrag- 
ing operations, the effect of which is 
to keep the prices of the rights and 
the shares or convertible security in 
line with each other, but the net posi- 
tion, either long or short, of these 
dealers is seldom large enough to 
affect price materially. Hence the ac- 
tivities of dealers in the market for 
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rights for their own account are prob- 
ably on balance on the constructive 
side, but it is unpredictable and not to 
be relied upon, particularly when 
rights are in supply. On the whole, it 
may be said that at least until fairly 
recently, the market has not always 
been adequately geared to handle the 
situation which arises when large 
amounts of rights are for sale. 


HERE is no method to isolate sta- 

tistically what has been called the 
“market pressure factor” from other 
factors operating on the price of a new 
offering. Nevertheless, in the period 
from 1933 through 1946, there were 
a great many offerings, where the 
rights declined substantially in value 
during the subscription period, al- 
though the general market was steady 
or rising, and no other factor than the 
impact of the offering itself seemed 
to be present.’ 

During and since 1947, however, 
methods have been gradually worked 
out, in large measure through trial 
and error in specific offerings, which 
provide a reasonably satisfactory so- 
lution to the problem. As the matter 
now stands, the underwriters may 
offer, at any time during the stand-by 
period, shares, or a convertible secu- 


1 This situation resulted in a committee of the 
Investment Bankers Association of America 
being formed in 1946 to study the problem. 
Underwriters had about concluded that the 
fees they received did not adequately cover the 
risks they assumed in stand-by subscription 
offerings. Large losses had been incurred in 
1937 and again in 1946. While these losses 
were of course primarily due to the sharp 
breaks in the stock market in those years, it 
was felt that underwriters should be able to 
improve the techniques by which rights 
changed hands during the stand-by period, and 
thus reduce fluctuations in value and the un- 
derwriting risks, The result, the committee 
felt, might be a long-run tendency to hold down 
the cost of stand-by underwritings. 
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rity, as the case may be, to the public, 
and may obtain these securities 
through the exercise of warrants ac- 
quired in the market by them. The 
prices at which sales are made cannot 
be increased more than once in twenty- 
four hours and the price cannot be 
lower than the subscription price, less 
any concessions allowed to dealers. The 
price ceiling is the highest price at 
which the security is then being of- 
fered on its primary market, plus 
commission. The managing under- 
writer handles all of these transac- 
tions for the group in order to avoid a 
situation in which members of the un- 
derwriting group might be working at 
cross purposes. Dealer’s concessions 
(payable out of the underwriting fee) 
are allowed on sales and these conces- 
sions are set at a level believed suffi- 
cient to obtain the requisite sales 
effort. 


Fos type of operation reduces the 
underwriter’s risk to the extent 
that sales are made, when offset by 
rights purchased. Just as importantly, 
it provides a market for sellers of 
rights and has definitely tended to 
lessen the fluctuations in the value of 
rights during the subscription period. 
Obviously, no method can be devised 
which will assure that the price of a 
security will remain steady or rise 
during a period of several weeks when 
the general market is subject to fluc- 
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tuations. On the whole, it may be said 
that the new method has gone far to- 
wards ameliorating the “market pres- 
sure factor” in subscription offerings. 

The third factor has been referred 
to, earlier, as the “lag factor.” It is 
applicable primarily to additional 
issues of common stocks. Financial 
statements of the issuer do not (at the 
time an offering is made) reflect the 
productive use of the money to be 
brought into the business. Published 
results may take months, even years. 
The directors, no doubt, have made a 
thorough study of the plan for use of 
the money. But their study is neces- 
sarily based on estimates which they 
may quite properly hesitate to use as 
representations to prospective pur- 
chasers in a prospectus. When this 
situation exists, there is a tendency for 
the market to ignore the new money 
raised by an offering of additional 
shares, and to approach a level equiva- 
lent to the value of the stock if the 
company had paid a stock dividend in 
the same ratio. The greater the dis- 
count of the subscription price from 
the previous market, the greater the 
effect of the “lag factor.” 

There seems to be no cure for this 
situation, except to the extent that the 
directors can conscientiously inform 
the stockholders and others concerning 
the details and anticipated results of 
their plans. Fortunately for the utility 
industry, particularly the natural gas 
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can be successfully completed only if the price for the shares 


q “A SUBSCRIPTION offering at no discount from the market 


is obviously reasonable when analyzed in comparison with 
the prices of other stocks of comparable companies and if 
the general market does not decline during the subscrip- 
tion period.” 
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pipelines and electric companies, it has 
been possible for investors in the last 
year or so to appraise the future out- 
look with a fair degree of probable 
accuracy. Thus, the “lag factor” has 
not been so important for many utility 
companies as for industrial companies 
contemplating an increase in outstand- 
ing stock. 


gears are usually acutely 
aware of the possible effect on 
price arising from the “lag factor” in 
investor psychology. On the other 
hand, a ‘director of a company, hav- 
ing studied the use of the proceeds of 
a proposed issue and having satisfied 
himself that the money can be em- 
ployed profitably, may be inclined to 
underestimate the effects of the fact 
that investors are not as fully in- 
formed as he. For this reason, sub- 
stantial differences of view can arise 
between underwriters and the direc- 
tors of an issuer as to the value of a 
new offering. These differences in 
view can best be ironed out, in the 
writer’s opinion, in the give and take 
of a negotiation. The “lag factor” 
may operate to impede a general pub- 
lic offering fully as much as a sub- 
scription offering. Some of its effect, 
but probably not all, will be reflected 
in the market price of the security dur- 
ing the period between the first public 
announcement of the issue and the 
time when the actual price of the offer- 
ing is determined. 

The three factors outlined above as 
affecting price are of course only a 
fraction of the factors which even- 
tually govern the outcome of a par- 
ticular subscription offering, but they 
are believed to be sufficiently impor- 
tant to warrant special mention. It can- 


not be overemphasized, however, that 
in the last analysis the course of the 
general market is determinative in the 
outcome, if everything else humanly 
possible to do has been done to make 
an offering a success. 


N the whole, the record of sub- 

scription offerings by utilities in 
the last year or so has been remark- 
ably good. There were at least sixty- 
seven subscription offerings of com- 
mon stocks by utilities during 1949 
and there have been at least fifteen of 
these offerings so far this year. The 
market background has been favor- 
able to the success of offerings and in 
numerous cases prices have changed 
very little throughout the subscription 
period. The amount of “sleeper” stock 
on most offerings, where the discount 
from market has been 5 per cent or 
more, has been small, generally rang- 
ing between 2 to 8 per cent of the 
issue. 

During 1949, only three major sub- 
scription offerings at discounts from 
market deviated sufficiently from nor- 
mal to warrant comment, and in each 
of these three instances the offering 
was successfully completed. In one 
case early in the year, where the dis- 
count from market was about 13 per 
cent and where the market for the 
shares remained steady during the 
subscription period, the amount of 
“sleeper” stock was rather high, 10 
per cent of the issue. 

In another case in the late summer 
where the discount was about 5 per 
cent and where the market for the 
shares went up slightly during the sub- 
scription period, about 20 per cent of 
the issue turned out to be “sleeper” 
stock. In the third case in the early 
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Limitation on Subscription Rights 


“= PRE-EMPTIVE right of subscription generally accompanies the 
ownership of common stock, unless the charter or articles of 
incorporation of a company expressly limit or deny the right. When 
the right is severely limited or denied, the stockholders continue to re- 
ceive such protection as is afforded by the fiduciary obligation of the 
directors, against the dilution of the stockholders’ existing interest in the 
corporate assets and surplus, and against other possible breaches of 


trust.” 





summer, the market for the stock re- 
acted downward rather sharply dur- 
ing the subscription period, although 
the general utility market remained 
fairly steady at the time. The initial 
discount from market of about 6 per 
cent virtually disappeared, with a cor- 
responding reduction in the value of 
the rights. In this case the amount of 
stock taken up and sold by the under- 
writers amounted to about 45 per cent 
of the issue. The decline in the price 
of the stock was temporary—it re- 
covered, not so very long after the sub- 
scription offer was past, to a level 
where the price was “in line” with 
other comparable stocks. It appears 
that the “market pressure factor” op- 
erated in this instance. 


‘T= favorable market conditions 
of recent months have brought 
about a rather surprising development 
in utility subscription offerings, the 
practice of offering additional issues 
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of common stock to stockholders at 
virtually no discount from the market. 
Seventeen of the sixty-seven sub- 
scription offerings of common stocks 
by utility companies in 1949 were 
offerings at prices substantially equal 
to the market price for the shares at 
the beginning of the subscription 
period. An offering of this type takes 
on many of the characteristics of a 
general public offering at the market. 
Since the rights have no initial value 
and usually develop no more than a 
nominal value during the subscription 
period, trading in the rights is re- 
stricted and such subscriptions as are 
made come largely from actual hold- 
ers rather than from purchasers of 
rights. Hence subscriptions are usually 
low, probably averaging around 50 
per cent of the issue and ranging from 
as low as 20 per cent up to more than 
70 per cent, depending on the circum- 
stances of the particular case. Yet the 
stockholder who allows his rights to 
JUNE 8, 1950 
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lapse does not suffer much, if any, in- 
jury because the price involves no 
“market dilution factor.” 

A subscription offering at no dis- 
count from the market can be success- 
fully completed only if the price for 
the shares is obviously reasonable 
when analyzed in comparison with the 
prices of other stocks of comparable 
companies and if the general market 
does not decline during the subscrip- 
tion period. The situation of the com- 
pany must be such that no “lag fac- 
tor” is anticipated. The “market dilu- 
tion factor” is absent by definition. 
Since the price must be “obviously 
reasonable,” the “market pressure fac- 
tor” is not important. Sales of rights 
will take place only if there is a rise 
in the market. It is almost a necessity 
for the offering to be underwritten, in 
order to develop the necessary interest 
through dealers to place the unsub- 
scribed stock at the offering price; but 
in virtually all recent cases underwrit- 
ing fees have been moderate because 
underwriters have appraised the risks 
as moderate under prevailing market 
conditions despite the 2- to 3-week 
stand-by involved. 


iy is the writer’s opinion that it would 
take no more than a small change 
in market receptivity for utility stocks 
to cause a rather sharp increase in the 
underwriting fees quoted for this type 
of operation. At the outset of the sub- 
scription period a substantial part of 
the stock is often sold by the manag- 
ing underwriter to dealers and inves- 
tors, thus reducing the apparent risk, 
although the underwriters do have a 
risk on these sales on the short side, 
because in a sharply rising market 
there might not be enough unsub- 
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scribed stock to cover the short posi. 
tion. The managing underwrite 
watches the market as the subscription 
period progresses and may or may not 
“lay off” additional stock, depending 
on how he sizes up the situation. Bar. 
ring a wide break in the market, he 
counts on a fair amount of the shares 
to be taken by the stockholders. 

It is readily apparent that this type 
of offering calls for the utmost skill 
on the part of the managing under- 
writer. It is much more difficult and 
uncertain than the method of buying 
rights and selling stock on discount 
subscription offerings described ear- 
lier, although the managing under- 
writer may shift to the latter method 
if the price of the stock goes up and 
the rights develop value. As a result 
of the ability of the managing under- 
writer to “lay off” stoc’- with con- 
siderable, but not complete, confidence 
when the rights have virtually no 
value, the underwriting risks have 
been judged by underwriters to be 
little, if any, greater than in offerings 
about 5 per cent below the market 
where underwriters obviously are in 
greater danger of ending up in a short 
squeeze if stock is sold short. 


Rr the issuer’s standpoint a sub- 
scription offering at no discount 
has advantages and disadvantages. 
Certain stockholders may complain 
that the management is niggardly in 
not allowing the rights to have value, 
although as we already have pointed 
out, this stockholder’s logic is far 
from perfect. Since a subscription 
offering with no real rights takes on, 
as to a substantial part of the offering, 
the characteristics of a cash offer to 
the general public, it provides a better 
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WHAT’S BEING DONE ABOUT RIGHTS FOR UTILITY STOCKS? 


opportunity than a discount subscrip- 
tion offer to broaden the list of stock- 
holders. 

One utility company which made 
two separate subscription offers dur- 
ing 1949 at no discount from the mar- 
ket increased the number of common 
stockholders more than 20 per cent 
through these operations, which were 
in the ratios of one for six and one for 
ten, respectively. Underwriting com- 
missions may, in certain cases, be 
somewhat larger than on a discount 
offer, but, as already indicated, the dif- 
ference has been very small, especially 
when consideration is given to the low- 
er net realization per share on discount 
offerings in relation to current market 
value for the shares sold. The under- 
writing fee must in a particular case 
be sufficiently large to permit a dealer’s 
concession which will cause dealers 
and underwriters to put forth a real 
sales effort on the stock sold by the 
underwriters. 

In this connection an analysis has 
been made of the available informa- 
tion relating to certain underwritten 
subscription offerings by utilities dur- 
ing 1949 and the information given in 
the following table has been developed 
with respect to issues where the sub- 
scription price represented discounts 
from market not exceeding 10 per 
cent. 


e 


Relationship of 
Subscription Price 
To Market Price 
Just Prior 
To Offering 
At market 
Up to 5% discount 
5% to 10% discount 


Number of 
Issues in 
Sample 


*Simple arithmetic average. 


HERE were a few underwritten 

utility issues offered in 1949 
where the discount was greater than 
10 per cent but these issues are not 
sufficiently representative to include in 
an average. The net realization to the 
issuer shown has been calculated after 
underwriting fees but before other ex- 
penses in connection with the issue, 
and is expressed as a percentage of the 
market price for the shares just prior 
to the offering. It is unnecessary to 
point out that a statistical tabulation 
of this sort is indicative of no more 
than a trend or tendency and is sub- 
ject to all the qualifications which 
would arise from a study of the actual 
data relating to each issue. 

The underwriting commissions on 
subscription offerings “at the market” 
shown below averaged 3.8 per cent of 
the offering price. The range in these 
commissions was between 2.5 per cent 
and 7.5 per cent of the offering price. 
For comparison, the simple arithmetic 
average of the underwriting commis- 
sions on twenty general public offer- 
ings of utility stocks in 1949 amounted 
to 5.15 per cent of the offering price, 
which also approximated the going 
market price in each instance. On these 
public offerings, the lowest commission 
amounted to about 2 per cent, and the 
highest to about 10 per cent, of the of- 
fering price. 


Average Net 
Approximate Average Realization by Issuer 
Underwriting Com- As % of Market Price 
missions As % of For Shares Just 
Offering Price* Prior to Offering* 
3.8% 96.2% 
3.4 92.4 
2.1 90.7 
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While these figures would tend to 
indicate that subscription offers at 
market have been cheaper to issuers 
than general public offerings at mar- 
ket, it is the writer’s opinion that the 
apparent difference would evaporate 
if each issue in each group were sub- 
jected to rigid analysis, including the 
situation of the companies concerned 
and the market background at the time. 
In theory the underwriting commis- 
sion on a stand-by offering should be 
larger than on a straight cash offering, 
price being equal, although there is 
perhaps some theoretical justification 
for the view that there are a certain 
number of stockholders who will sub- 
scribe to an offering by a company 
favorably situated, regardless of price 
and other considerations, thus reduc- 
ing the apparent underwriters’ risk. 


HEN the discount from market 

on a subscription offer is large, 
the need for the insurance of an un- 
derwriting is less than is the case when 
the discount is small or nil. There have 
been a number of utility issues offered 
at substantial discounts to stockhold- 
ers which have not been underwritten. 
However, most issues offered at the 
market or at discounts up to 10 per 
cent from the market have been un- 
derwritten. In connection with some 
nonunderwritten utility issues, solicit- 
ing dealers’ fees have been paid to 
stimulate subscriptions, but the avail- 
able evidence suggests that these fees 
have generally been too small to ac- 
complish their purpose and that sub- 
scriptions have not actually increased, 
in most cases, appreciably above the 
level which might reasonably have 
been reached without the fees. How- 
ever, soliciting dealers’ fees have 
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proved very effective, in several in- 
stances where holding companies of- 
fered, without an underwriting, rights 
to their stockholders to subscribe to the 
stocks of companies not previously di- 
rectly owned by the public, which the 
holding company was divesting. The 
dealers’ fees in these instances were 
large enough to bring about a real ef- 
fort by dealers. 

Another subject under active dis- 
cussion in connection with subscrip- 
tion offers is the advisability of offer- 
ing a right of oversubscription to the 
stockholders. In at least seventeen in- 
stances during 1949, stockholders re- 
ceived the nontransferable right, sub- 
ject to the prior rights of the stock- 
holders under a specified ratio, to en- 
ter additional subscriptions for shares, 
sometimes without limit and some- 
times with limits. A right of additional 
subscription does not eliminate the 
“sleeper” problem in discount offerings 
because any stockholder who does not 
exercise or sell his rights under the 
specified ratio is still injured to the ex- 
tent of the “price dilution factor.” 
However, in at least fourteen of the 
seventeen instances where it was used 
in 1949, oversubscriptions resulted in 
the stockholders taking up the entire 
issue, whereas normally the under- 
writers would take up the so-called 
“sleeper” stock. 


A of oversubscription does 
not in itself eliminate need for 
an underwriting, because additional 
subscriptions will not be forthcoming 
in substantial amount if the offering 
proves unattractive. Without a right 
of oversubscription, the underwriters 
would normally take up the unsub- 
scribed stock and sell it to investors, 
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WHAT’S BEING DONE ABOUT RIGHTS FOR UTILITY STOCKS? 


sometimes with an arrangement that 
the issuer receives at least part of any 
premium over the subscription price 
realized by the underwriters. If the 
underwriters receive all or part of the 
premium realized on sale of the unsub- 
scribed shares, this arrangement is 
taken into account when the under- 
writing commissions are set. A right 
of oversubscription, if it operates to 
take up the unsubscribed stock, gives 
the premium, if any, to the particular 
subscribing stockholders rather than 
to the company for the benefit of all 
the stockholders. In this respect it op- 
erates inequitably. A right of oversub- 
scription is not practical when the dis- 
count from market is small, and may 
be a positive hindrance in offerings 
close to or at the market. Since there 
are two “calls” on the shares, the man- 
aging underwriter then has much 
greater difficulty in maintaining the 
delicate balance necessary to assure 
success Of an offering, and, when the 
final outcome of the offering is known, 
it may be apparent that the requisite 
selling effort to place the issue had not 
been made during the subscription pe- 
riod. And, when the underwriters are 
called upon to take up stock on which 
there has been a call, virtually un- 
limited, for a period of two or three 
weeks, the underwriters may rightly 
think that they are taking up rather 
shopworn merchandise. In the long 
run this may result in increased under- 
writing costs. 


|, apie. closely related problem, to 
which most of the foregoing 
comments also apply, has to do with 
employee subscriptions. The manage- 
ment of a company may think that it 


is desirable for its employees to own 
stock in the enterprise, if an employee 
wishes to buy stock, but most em- 
ployees are not familiar with the 
brokerage and dealer channels through 
which securities can be purchased, 
since they have not previously had oc- 
casion to use these services. Moreover, 
when stockholders have preémptive 
subscription rights, it has in the past 
been difficult to set up a ready means 
for employees to purchase stock other 
than on the open market. By giving 
employees a nontransferable right, 
subject to the stockholders’ prior 
rights, to subscribe to shares (usually 
with a top limit of some sort) at least 
some available stock is likely. 

In a few instances there was both a 
right of employee subscription and an 
oversubscription right for stockhold- 
ers, but this compounds the difficulties 
in a stockholder oversubscription right. 

If it can be worked out, the best 
method to provide stock for employees 
is through appropriate stockholder ac- 
tion, waiving preémptive rights as toa 
certain amount of stock. 


= foregoing discussion of some 
phases of equity finance is in- 
tended to indicate that utility manage- 
ment, for the most part, has open to 
it a whole gamut of methods which 
may be used when considering the issu- 
ance of additional common stock or a 


security convertible into common 
stock. A program can be designed to 
fit a particular problem or to achieve 
particular objectives considered im- 
portant by utility management. A 
given pattern for an offering derives 
no particular distinction simply be- 
cause it has been successful in the past. 
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Washington and the 
Utilities 


(csc 


Water Resources Board Begins 
To Stir 


RESIDENT Truman’s Water Resources 

Policy Commission looms larger as 
an organization which may determine the 
extent and location of future Federal 
hydroelectric developments. (See page 
434 of March 30th issue.) The casual 
impression of some Washington ob- 
servers seems to be that it was something 
created for the purpose of giving employ- 
ment to Leland Olds—rejected by the 
Senate for a third term as a Federal 
Power Commissioner. By that the Fair 
Dealers add a very important work for 
the WRPC—the full import of which may 
not emerge for some time. The commis- 
sion is chairmaned by Morris Llewellyn 
Cooke, first Rural Electrification Ad- 
ministrator. Olds, most active member of 
the body, is commissioner in charge of 
studies. 

Cooke has announced a series of local 
meetings of WRPC in western states 
“with a view to developing from repre- 
sentatives of state and local government 
agencies and citizen groups constructive 
suggestions on which sound national 
water policy can be based.” He gave the 
following itinerary for June: Sioux City, 
twelfth and thirteenth; Spokane, six- 
teenth and seventeenth; San Francisco, 
twenty-third and twenty-fourth ; Denver, 
twenty-seventh and twenty-eighth; and 
Fayetteville, Arkansas, thirtieth and 
July 1st. Subsequently, he said, confer- 
ences will be scheduled in Springfield, 
Massachusetts, and Atlanta, Georgia, on 
dates yet to be announced. The an- 
nouncement also contained a series of 
questions which will be taken up at these 
local meetings. 

Hydroelectric developments, as such, 
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were not expressly mentioned in connec- 
tion with the commission’s agenda. How- 
ever, there was sufficient reference to “all 
purposes which water resources can 
serve” to indicate that the commission is 
not overlooking the power factor. It is 
significant that the commission’s staff, ac- 
cording to Chairman Cooke, is “com- 
posed largely of experts” detailed by 
government departments, including the 
Army Engineers, Federal Power Com- 
mission, and Interior Department. 


wo of the eight questions, which the 

chairman said would be considered 
at these local meetings, are provocative 
with respect to power developments— 
“What basis should be established for 
these decisions of water resources proj- 
ects of various kinds?” and, “To what 
extent does sound development of water 
resources become a factor in the event 
that industrial dispersal becomes neces- 
sary in connection with national de- 
fense?” (Editor’s note: Decision on the 
latter query would seem to be within the 
jurisdiction of the National Security Re- 
sources Board.) 

It is recalled here that members of the 
WRPC are compensated from the Presi- 
dent’s emergency fund. A recent bill (S 
3553) to raise this fund from $1,000,000 
to $10,000,000 could presage ever 
broadening activities by the commission, 
whose full membership includes Paul S. 
Burgess, dean of the College of Agricul- 
ture, University of Arizona ; Lewis Web- 
ster Jones, president of the University of 
Arkansas; Samuel B. Morris, general 
manager and chief engineer, Los Angeles 
Department of Water and Power; R. R. 
Renne, president, Montana State Col- 
lege; and Gilbert F. White, president, 
Haverford (Pennsylvania) College. 
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WASHINGTON AND THE UTILITIES 


St. Lawrence Seaway Project 
Dormant 


S;; LAWRENCE seaway-power legisla- 
tion is dead for the remainder of the 
81st Congress. The House Public Works 
Committee recently passed the “death 
sentence” on the measure (HJ Res 271) 
for the U. S.-Canada agreement, even 
while hearings were still in progress. As 
proponents neared the end of their testi- 
mony, Chairman Will Whittington 
(Democrat, Mississippi) announced an 
indefinite postponement. The ostensible 
reason for the committee’s delaying ac- 
tion was the Senate Foreign Relations 
Committee’s preoccupation with more 
pressing international matters—the “cold 
war. 

Under the circumstances, the House 
group did not believe it should consume 
further time with a measure certain to 
die with adjournment of Congress. 

The proposed Niagara river power de- 
velopment seems to be a pattern of Fed- 
eral administration legislation, designed 
to compromise state-Federal differences 
in both the Niagara and St. Lawrence 
areas. 

Senator Herbert L. Lehman and 
Representative Franklin D. Roosevelt, 
Jr. (both Democrats of New York), who 
have sponsored identical bills—S 3528 
and HR 8343—are under home-state 
pressure to promote power development 
for state consumption. Their measures 
are aimed at accomplishing the com- 
promise, authorizing planning and con- 
struction by the Army Engineers under 
international treaty. However, the state 
of New York would take over the project 
under an agreement, repaying Federal 
costs and protecting the interests of the 
people of New York, adjacent states, and 
the Federal government, with the latter 
distributing the power in the event that 
New York were not interested. 


o 
Kings River Bill Stymied in 
Congress 


HE House Public Lands Committee 
has apparently laid away for the 
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remainder of the session the proposed 
Kings river, California, public power de- 
velopment by the Reclamation Bureau. 
This measure (HR 5462), by Repre- 
sentative Cecil F. White (Democrat, 
California), has been viewed in two 
lights: (1) as an Interior Department 
effort to put pressure on the Federal 
Power Commission to rescind an earlier 
approval for Kings river power develop- 
ment by Pacific Gas and Electric Com- 
pany—now being considered on rehear- 
ing ; and (2) an effort by the administra- 
tion to give needed aid to Representative 
White, facing a reélection fight. 

There is ample reason to believe that 
many members of the Irrigation and 
Reclamation Subcommittee—headed by 
Representative John R. Murdock 
(Democrat, Arizona )—are not favorably 
impressed with the importance of In- 
terior Department’s plan for authority 
to develop the North Fork of the Kings 
river, cost of which has been estimated 


at $50,000,000. 


ra subcommittee also has taken cog- 
nizance of the fact that supporters 
of the White Bill have come entirely from 
the Bureau of Reclamation, with one ex- 
ception—a representative of the Fresno 
County Democratic Central Committee. 
His argument in favor of the White Bill, 
patently political in context, drew sharp 
criticism from ranking subcommittee Re- 
publicans and Democrats. Opponents of 
the bill included the attorney general of 
California and numerous water users of 
the region. 

Representative Murdock, friendly to 
the measure, has agreed to hold local 
hearings in California. However, House 
leadership does not favor sending a sub- 
group to California at a time when con- 
gressional roll calls reveal a high rate of 
absenteeism. Another adverse factor 
may develop as a result of the subcom- 
mittee’s decision to request a full report 
from the Federal Power Commission on 
the White proposal. It is not conceivable 
that the FPC will overlook the oppor- 
tunity to acquaint the House members 
with important policy questions, involv- 
ing hydroelectric licensing controls. 
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Review of Progress with Hold- 
ing Company Dissolution 
Programs 
Sun our last review of this topic 

(March 2nd FortNIGHTLY ) progress 
has been relatively slow, as compared 
with the remarkable progress in 1949. 

American & Foreign Power's new re- 
capitalization plan is expected to be ready 
some time this summer, although the 
company has asked for a year’s delay 
before consummation of the plan. Elabo- 
rate statistical tables were compiled by 
the company at the suggestion of the 
SEC and filed with counsel for the 
various committees and other inter- 
veners, from which the figures and esti- 
mates shown in the table on page 783 
are compiled. 

Evidently the SEC is hopeful that, 
with this complete data and projected 
estimates, the principal contestants— 
Electric Bond and Share, public holders 
of the first preferred stock, and also of 
the second preferred—may be able to 
reconcile their conflicting views in the 
initial new plan, thus avoiding the long 
contest which delayed the progress of 
the previous plan. However, it appears 
likely that such an important case will 
require at least a year’s time for hearings, 
staff investigation, and final considera- 
tion by the commissioners, together with 
some further delays in a Federal court. 
But the decisions reached with respect to 
the first plan may clear away some minor 
issues and help expedite the new plan. 


Financial News 
and Comment 


By OWEN ELY 


MERICAN Power & LIGHT (new). 
While American Power & Light is 
legally still the same holding company, 
actually it is “new” in the sense that it 
controls only one subsidiary as compared 
with five under the old setup, before the 
distributions this spring. It was retained 
as a holding company for the two north- 
western subsidiaries, Pacific Power & 
Lightand Washington Water Power. The 
former has been sold and Washington 
Water Power may also be disposed of at 
some later date. The company now has on 
hand about $10 cash, representing cash 
retained from the old setup, plus the pro- 
ceeds of Pacific Power & Light. On May 
19th a group of common stockholders 
(including Gerstley, Sunstein & Co. and 
an institutional and other holders, repre- 
senting more than 100,000 shares) filed 
a petition with the SEC urging distribu- 
tion by the company of all its assets other 
than cash reserves required for tax 
claims, etc. A similar petition had been 
filed April 25th by H. Lane Ogle, another 
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FINANCIAL NEWS AND COMMENT 


common stockholder. In any event, 
American Power & Light is expected to 
distribute about $7 of its $10 cash per 
share, possibly this summer. The ques- 
tion of dissolution may therefore be de- 
ferred for a time. It is understood that 
the management has plans to increase the 
earning power of Washington Water 
Power prior to effecting a sale of that 
stock. Moreover, if a sale to public util- 
ity districts is contemplated, it might be 
worth while to wait until the supreme 
court of the state of Washington de- 
termines the constitutionality of the new 
state law permitting the districts to “club 
together” in making purchases. 
Arkansas Natural Gas. No recent de- 
velopments have been reported. 


ENTRAL Pusiic UTiLity. The com- 
pany on March 13th filed an 
amended plan providing for the issuance 
of 1,100,000 shares of new common stock 
with a par value of $6, which would be 
distributed to holders of the debenture 
54s at rates varying from 2.40 shares per 
$100 a bond, if the month of original is- 
sue was August or September, 1932, to 
2.03 shares if the month of issue was 
March, 1938. If necessary, some of the 
shares of common stock of Central 
Indiana Gas Company would be sold to 
provide funds to pay in full by September 
20th a $3,500,000 bank loan of the sub- 
holding company, Consolidated Electric 
& Gas. The earnings of Central Indiana 
Gas showed a sharp gain last year but 
restatement of taxes on an individual 
company basis would lower these earn- 
ings. 
Central States Electric. Federal Judge 
Hutcheson has fixed June 15th as the 


Revenues 
Net equity for American & Foreign Power 
Parent company expenses, taxes, and interest* 


Amount per share on proposed 5,000,000 shs. of 


new common stock (under old plan) 


last day when acceptances or rejections 
in connection with the plan must be filed 
with the trustees by security holders. 

Cities Service Company. The company 
has disposed of its remaining electric 
operating company, Toledo Edison, by 
offering the common stock (except for a 
small fraction privately held) to its own 
stockholders at 9 on a share-for-share 
basis. Rights were to expire May 29th. 
The stock of Toledo Edison (new) is 
quoted at about 103, to yield 63 per cent 
based on an indicated 70-cent dividend 
rate. The company intends to issue 400,- 
000 additional new money shares shortly 
after the Cities Service sale is completed. 
Based on the resulting number of shares 
after both offerings, pro forma earnings 
approximate 87 cents and are projected 
at 95 cents for the calendar year 1950 
and $1.03 for 1951. 


ASTERN UTILITIES AssocIATES. On 

April 28th President Perera an- 
nounced that the company had decided 
to continue in business, rather than dis- 
solve. The SEC earlier in April had 
ordered the company to dissolve unless it 
could acquire all outside interest in ex- 
cess of 10 per cent in Fall River Electric 
Light and Montaup Electric. EUA now 
plans to recapitalize as a Massachusetts 
corporation which will own and operate 
Brockton Edison, Fall River Electric, 
and Montaup Electric, and will own all 
the securities of Blackstone Valley Gas 
& Electric. The company will purchase 
from New England Electric the latter’s 
holdings of 118,161 shares of Fall River 
Electric at $65 a share (with a similar 
offer to other holders) if the SEC ap- 
proves. This will give the company more 


1947 


$110 
16 
7 


$ 9 
$1.80 





*Includes about $1,000,000 additional interest under old plan. 
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than 90 per cent of Fall River, Blackstone 
Valley, and Brockton Edison. The com- 
pany will also recapitalize, not only to 
raise the necessary funds for the purchase 
of Fall River, but also to settle the con- 
flicting rights of the common and con- 
vertible stocks, through an allocation of 
new common stock. The program has not 
been fully worked out, the first step being 
to obtain SEC approval of the Fall River 
purchase by August 31st, the time limit 
specified in the purchase agreement. 

Federal Water & Gas. No further 
progress appears to have been made re- 
cently toward definitely clearing up the 
complicated litigation and claims which 
thus far have delayed final distribution 
of assets. Federal owns eight-tenths share 
of Scranton-Spring Brook Water Serv- 
ice for each share of its own outstanding, 
giving an estimated break-up value (less 
any valid claims) of about 11} (plus any 
cash) compared with a recent quotation 
of 9-10. Judging from the past record it 
appears unlikely that claims will eventu- 
ally be sustained in excess of the moderate 
Chenery claim already allowed by the 
SEC. 

General Public Utilities. No special 
developments since our last review. 


Tamera Hypro-Etectric. The 
suit filed in the U. S. Circuit Court of 
New York in February by the class A 
stockholders’ committee, seeking a re- 
view of the SEC order of December 6, 
1949 (which sustained its 1942 dissolu- 
tion order), is probably a retarding fac- 
tor. Sale of the block of Gatineau Power 
stock and retirement of the debentures is 
anticipated over the near future, how- 
ever. The first intention was to sell this 
stock in Canada, First Boston Corp. be- 
ing retained for expert advice. However, 
about May 3rd Trustee Brickley stated 
that he would negotiate with Merrill 
Lynch, Kidder, Peabody, and Harriman 
Ripley as a syndicate to effect the sale. 

Long Island Lighting. A circuit court 
decision on the recapitalization plan ap- 
pears imminent and it is understood that, 
if the common stockholder committee 
carries a further appeal to the U. S. 
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Supreme Court, this will be expedited 
so that, if the latter refuses to hear the 
appeal, the plan can be consummated 
within a few weeks. (Otherwise it will 
presumably go over till fall.) Con- 
solidated Edison announced some weeks 
ago that it had withdrawn its proposal 
to acquire a controlling interest in Long 
Island Lighting. 

Middle West Corporation. The SEC 
recently approved the liquidating plan, 
but ratification also by a Federal court 
seems required for technical reasons, 
(There is no opposition to the plan.) The 
immediate liquidating dividend will be 
$2.50 in cash instead of $2.25 ; remaining 
liquidating value, estimated at about 50 
cents, will be retained until December, 
1951, probably for tax reasons. 

New England Public Service. On 
April 7th the SEC ordered the company 
to sell sufficient of its common stockhold- 
ings in either Public Service Company of 
New Hampshire or Central Maine Power 
Company to retire its $9,900,000 bank 
loan. The company has been planning 
over the last two or three years to sell 
200,000 shares of the New Hampshire 
stock, but without taking any definite 
action. The SEC threatened to take the 
matter to a Federal court if the company 
did not act promptly. 


NI Hupson Power. On June 
10th the assessment (payable in 
order to exchange one share for 78/100 
of a share of Niagara Mohawk) will be 
reduced from 75 to 50 cents. This further 
reduction is geared to a dividend pay- 
ment on Niagara Mohawk, payable June 
30th to holders of record June 9th. The 
exchange offer will expire July 5th but 
holders who do not make the exchange 
now will automatically receive the stock 
around the year end without paying any 
assessment. 

North American Company. The com- 
pany sometime ago filed with the SEC a 
proposal that it merge with its principal 
subsidiary, Union Electric of Missouri, 
stockholders receiving stock of the latter 
company on a share-for-share basis. 
North American’s miscellaneous assets 
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—accumulated cash, the holdings in 
North American Utility Securities Com- 
pany (involved in litigation), the build- 
ing at 60 Broadway, New York, etc.— 
would be transferred to the operating 
company. 

Gradual liquidation of these miscel- 
laneous assets, together with cash al- 
ready on hand, would relieve Union 
Electric of equity financing requirements 
for some time, it is understood. 

Northern New England Company. No 
new developments reported. (See New 
England Public Service. ) 

Philadelphia Company. The company 
has sold its entire natural gas holdings 
(concentrated into Equitable Gas) for 
$45,755,000 cash, after retaining $17,- 
500,000 Equitable debentures, thus mak- 
ing the total proceeds $63,000,000—a 
much larger figure than estimated earlier 
in the year. The SEC and the Federal 
court have approved the recapitalization 
plan of Pittsburgh Railways, and after 
some further formalities this will be con- 
summated. It is estimated that the 51 per 
cent of the new common stock, to be re- 
ceived by Philadelphia Company, may 
be worth about $5-$10,000,000. 

Philadelphia Company recently retired 
its entire funded debt from proceeds of 
the Equitable Gas sale. It has in its 
treasury senior securities of Equitable 
Gas and Duquesne Light, which the man- 
agement proposes to exchange for its own 
noncallable issue of preferred stock, after 
legal authority has been obtained. Re- 
tained cash, plus proceeds of sale of Pitts- 
burgh Railways, might perhaps suffice 
to retire the callable preferred stocks, pos- 
sibly at the redemption price of 110 
though market prices indicate some 
doubt on this point. Assuming that this 
program works out as indicated, Phila- 
delphia Company’s capitalization would 
then be reduced to common stock, and it 
could conceivably merge with Duquesne 
Light, though no such proposal has yet 
been made. 


pew rps Power & Licut and Stand- 
J ard Gas & Electric. No allocation or 
dissolution plans for these companies ap- 
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pear likely in the immediate future, since 
the attention of the management is con- 
centrated on streamlining Philadelphia 
Company. However, President Boshell 
recently asked SEC permission to “clear 
the decks” by withdrawing all old plans 
or proposals for the recapitalization or 
dissolution of Standard, some of which 
date back to 1943. A new committee rep- 
resenting about 32,600 shares of the $4 
preferred stock has been formed, with W. 
F. Peterson as chairman and Guggen- 
heimer & Untermeyer as counsel. 


sD ipsicne CorPorATION. The company 
now plans to sell its holdings of 189,- 
263 shares of Niagara Mohawk Power 
“A” preference stock in the open market, 
probably in July-August after a registra- 
tion statement has been prepared. Pro- 
ceeds will be used to retire bank loans in- 
curred in redeeming the preferred stock. 
The SEC has not yet approved the com- 
pany’s changes in the amended plan, 
which were filed March 24th. This made 
provision for paying off small stockhold- 
ers who might not desire to go along 
with the plans of the management to turn 
it into an investment company. Stock- 
holders owning 29 shares or less (of 
record March 23rd) could turn in their 
stock for cash or Niagara Mohawk Pow- 
er stock ; those owning 30 shares or over 
could make the exchange of stock, ap- 
proximately on the basis of 1 Niagara 
Mohawk for 6 United. When United no 
longer holds more than 10 per cent of 
voting securities of any utility, it would 
cease to be a holding company; and 
within twelve months thereafter it would 
undertake to reduce its holdings to less 
than 5 per cent in any utility company. 
United Light & Railways. The com- 
pany has filed an application with the 
SEC to distribute to its own stockholders 
the common stock of Eastern Kansas 
Utilities on a 1-for-25 basis. This is a 
very small subsidiary, which has not been 
prominently mentioned in earlier sum- 
maries of the dissolution program. The 
distribution may be combined with that 
of a larger company, Iowa Power & 
Light. 
JUNE 8, 1950 
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Distribution of Iowa-Illinois Gas & 
Electric stock will presumably be made 
at a later date, although it had been pre- 
viously indicated that liquidation would 
be completed by June of this year. 


* 
Stock Yields v. Bond Yields 


HILE the almost uninterrupted ad- 

vance in stock prices during the 
past eleven months has caused some in- 
vestors to fear that the bull market may 
be approaching a top, at least one index— 
the ratio of industrial stock yields to 
high-grade bond yields—still remains 
favorable. Back in 1928-29 and again in 
1933-34, according to the chart prepared 
by the Cleveland Trust Company, from 
data compiled by Standard & Poor’s, in- 
dustrial stock yields were around or be- 
low bond yields, but at the end of 1949 
they remained nearly three times as high 
as bond yields. The ratio has dropped a 
little since then, but is still high enough 
to indicate that sound equities are at- 
tractive for income as compared with 
high-grade bonds. 


Estimated “Value Ranges” of 
Utility Common Stocks 


NSTITUTIONAL UTILITy SERVICE, INc. 
(now at 74 Trinity place, New York 
city), recently issued a special brochure 
entitled “Public Utility Common Stocks 
—Estimated Value Ranges.” (Price 
$10.) Tables are presented for 72 operat- 
ing electric utility companies, arranged 
in five groups according to Moody bond 
ratings. The average values worked out 
for each group show that, on the average, 
these stocks should increase in price by 
the indicated percentage, to reach a parity 
with the upper limit of the “value range”: 


Group 1 (Aaa) 
Group 2 (Aa) 


These results seem reasonable, assuming 
that the study has not made any distinc- 
tion in the yardsticks applied to differ- 
ent sized companies, which we understand 
is the case. Naturally the Aaa com- 
panies include the largest and best com- 
panies, the stocks of which are of institu- 
tional caliber ; as we go down the scale of 
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ratings the companies are apt to be some- _large and small companies alike. In other 
what smaller and more speculative, and words, the study indicates that the best 
prices accordingly depart further fromthe bargains are among the stocks of the 
statistical “norm” which is applied to smaller companies and it is undoubtedly 
e 
CURRENT UTILITY STATISTICS AND RATIOS 
Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12 Mos. 
Operating Statistics (March) 

Output KWH—Total Bill. KWH 27.0 295.9 

Hydro Generated i 8. 


Fuel Generated a: 18. 
Capacity Mill. KW 63.9 


eee oat Mill. 
Fuel Use: _ wr Mill. tons 


z 


Be 


> 
CANa= NI G5 

w ™N 
Bert aey 


(Mill. Mcr 
Oil Mill. bbls. 
Coal Stocks Mill. tons 


Sales, Revenues, and Rates (February) 
KWH Sales—Residential Bill. KWH 
Commercial ” 
Industrial 
a ll Ue 
Revenues—Residential Mill. $ 
Commercial - 
Industrial 
Total, incl. misc, sales 


PITT ETI be 


wioalyds 


Revenues and Income (February) 
Elec. Rev., incl. sales to other utils. 
Misc. Income 


Expenditures (February) 
Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amoctesiee, CH. isccscccccccccce 


Earnings and Dividends (February) 
Net Income 
Preferred Div. (est.) 105 
Bal. for Common Stock (est.) .... 667 
Common Dividends (est.) 465 
Balance to Surplus (est.) 202 


Utility Financing (March)* 
1,103** 
262** 
1,365** 


Life Insurance Investments (January Ist-May 
Utility Bonds 
Utility Stocks 
Total 
% of All Investments 15% 


_ D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
issues. **Three months ended March 3lst. 
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right in this respect, even though the 
stock market may temporarily take a dif- 
ferent view. The big utility has much the 
same operating problems as the little util- 
ity, the same regulatory. difficulties, a 
similar capital setup, etc. The electric 
utilities are now so well standardized that 
they are almost like “peas in a pod.” To 
pay a substantial price premium for size 
is just like paying a fancy price (in terms 
of yield and price—earnings ratio) for 
an industrial “blue chip.” However, it 
may take some years for the market to 
recognize this fact—the great uniformity 
of the electric utilities—since it is so ac- 
customed to applying this principle suc- 
cessfully outside the utility field. 


HILE the formula used by Institu- 

tional Utility Service in estimating 
the range values for individual stocks is 
not fully explained, the following is a par- 
tial explanation : 

The study lists certain basic statistics 
such as the recent rate of return earned 
on estimated book value, the common 
stock equity percentage, recent earnings 
and dividends, the percentage pay-out, 
and yield on present price. The data in 
other columns are of a theoretical nature 
and are explained as follows by the Serv- 
ice, from which we quote as follows : 


EEP — represents the “estimated 
earnings potential” based on applying 
what we believe to be an appropriate 
rate of return to our estimate of what 
the rate base might be considered to be 
under the regulatory policy of the state 
in which the company operates. Un- 
less there is satisfactory evidence to 
the contrary we have generally as- 
sumed an original cost, or net invest- 
ment, rate base and a 6 per cent return. 
In some instances an actual rate base 
has been established by the state com- 
mission and an appropriate rate of re- 
turn indicated. In other cases, as in 
Ohio, Pennsylvania, and certain other 
states, known regulatory policy calls 
for a reproduction cost or fair value 
rate base and we have made adjust- 
ments accordingly. In all cases the per 
share earnings figure shown is after 
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deducting full service requirements on 
the senior securities presently out- 
standing. 

E’—our own estimate of “capitaliz- 
able earnings,” or that portion of “esti- 
mated earnings potential” which we 
believe should be capitalized for the 
purpose of determining investment 
value. It is derived by means of a 
formula which automatically compen- 
sates for the degree of leverage result- 
ing from the type of capital, or security, 
structure. The use of this formula is 
predicated on the theory that what the 
investor is interested in are the earn- 
ings which he might, under normal or 
average conditions, expect to receive 
in the form of dividends. Thus “capi- 
talizable earnings” might be considered 
as the “normally distributable” earn- 
ings, or the “dividend component.” 

% Pay-out—the ratio of estimated 
capitalizable earnings to estimated 
earnings potential. 

E’ Yield — the ratio of estimated 
capitalizable earnings to the current 
market price. 

RV—estimated range of value based 
on the indicated capitalizable earnings. 
It is based on capitalizing the latter at 
approximately 64 per cent and 54 per 
cent, a range which encompasses aver- 
age dividend yields on utility common 
stocks over a period of many past 
years. The variation in the range is 
approximately 20 per cent. 

Price % HV—tratio of the current 
market price to the high figure of the 
range of value. 


Ce TATHAM, JR., vice president 
of Institutional Utility Service, re- 
marks that “A study of the tables will re- 
veal an apparent wide discrepancy be- 
tween the prices at which certain stocks 
are now selling and their indicated range 
of value. In certain instances this will re- 
flect the fact that present earnings are 
materially lower than those which we be- 
lieve can be looked forward to as reason- 
ably expectable. In other cases, the 
present dividend rate appears unduly low 
in relation to earnings, with a consequent 
retarding effect on market price.” 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS ont 
rice- 


5/17/50 Indicated ———Share Earnings——— Earn- 
Price Dividend Approx. 12 Mos. Cur. Prev. %In- ings 
About Rate teld Ended Period Period crease Ratio 


5.5% Dec. $1.26 $1. 8.7 

Dec. .90 J 11,1 
(Mar. : ; 14.7 
Jan. 8.5 
Mar. 11.2 
Dec. 13.0 
July 11.0 
Mar. 
Dec. 
Dec, 
Mar. 
Mar. 
Dec. 
Mar. 
Mar. 
Mar. 
Dec. 
Mar. 
Mar. 
Dec. 
Mar. 
Dec, 
Dec. 
Dec, 
Dec. 
Dec. 
Mar. 


Natural Gas—R etail 

‘Arkansas Natural Gas . 
Atlanta Gas Light 
Columbia Gas System .... 
Consol. Gas Util. ......... 
Consol. Nat. Gas 

Equitable Gas 

Houston Nat. Gas 

Indiana Gas & Water 
Kansas-Neb. Nat. Gas .... 
Laclede Gas Light 

eae 2 oer ‘ 
Minneapolis Gas 

Mission Oil 

Mobile Gas Service 
Montana-Dakota Util. .... 
National Fuel Gas 
National Gas & Oil 

Okla. Natural Gas 

Pacific Lighting 

Pacific Pub. Service 
Peoples Gas L. & C. ...... 
Rio Grande Valley 
Rockland Gas 

Southern Union Gas 
Southwest Nat. Gas 
United Gas 

Washington Gas Light .... 
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Averages 
Natural Gas—W holesale and Pipeline 
American Natural Gas .... 31 
E] Paso Nat. Gas 
Interstate Nat. Gas 
Mississippi Riv. Fuel 
Missouri-Kansas P. L. .... 
Mountain Fuel Supply .... 
Northern Nat. Gas 
Panhandle East. P. L. .... 
Republic Natural Gas 
Southern Nat. Gas 
Southern Production 
Southwest Gas Prod. ..... 
Teun: Gag TOGA <500006 
Temas GOs RIOR: oo 0.556 
Texas East Trans. ....... 
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Bridgeport Gas 
Brockton Gas Lt. ........ 
Brooklyn Union Gas 
Hartford Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES a 
rice. 


5/17/50 Indicated Share Earnings————. Ear. 
Price Dividend Approx. 12Mos. Cur. Prev. YoIn ings 
About Rate teld Ended Period Period crease Ratio 


Telephone Companies 
Bell System 

‘Amer. Tel. & Tel. ........ 
Cinn, & Sub, Bell Tel. .... 
Mountain Sts. T. & T. .... 
New England Tel. ........ 
Pacific Tel. & Tel. ........ 
So. New Eng. Tel. ....... 


Mar. $9.65* $9.24* 
Dec 3.76 
y HE 


; 4.80 

Mar. 6.48 , ; 
Mar. 9.04 . Bc 
fo iar 3 BU ison 
visory 1 
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1952, 
1948. 
Sym 
report 


yi 
curi 
Water Companies poli 

Holding Companies wou 
S Amer. Water Works Mar. $ 88 D7% 122 lem: 
O N. Y. Water Service Mar, 5.95 38 147 the 


Operating Companies stre 
Bridgeport Hydraulic * $1.65* . con: 
Calif. Water Serv. ....... 2.07 ' priv 
Elizabethtown Water 7.33 ° 
Hackensack Water 2.79 } The 


1.42 3 gover! 
the re 


with | 
event 
increa 
tional 
tions 
dama; 

Th 
direct 
the N 
Averages 5.5% ties. ( 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- mitte 
town exchange. S—New York Stock Exchange. *Based on average number of shares outstand- tric f 
ing. #In order to facilitate comparisons, earnings are calculated on present number of shares clude 
outstanding. 
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‘Chicago S. S. & S. B. .... 
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Indianapolis Water 
Jamaica Water Supply .... 
Middlesex Water 

New Haven Water 
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Stamford Water 

West Va. Water Serv. .... 
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What Others Think 


NSRB Power Survey 


HE National Security Resources 

Board has recently issued its Third 
National Electric Power Survey. Ad- 
visory in nature, it informs the President 
that reserve generating capacity and 
transmission facilities should be installed 
in the nation’s electric power system to 
assure ability to meet requirements in 
the event of war emergency. 

Chairman W. Stuart Symington trans- 
mitted the report to the White House 
with Cabinet concurrence. The report 
shows that expansion programs now un- 
der way will provide a total capability 
of more than 76,000,000 kilowatts in 
1952, an increase of 40 per cent over 
1948. 

Symington noted in a summary of the 
report : 


This capacity does not assure se- 
curity from the standpoint of power 
policy. If war were to break out, power 
would still be one of our crucial prob- 
lems. It is of great importance from 
the standpoint of national security to 
strengthen and speed up the power 
construction programs of public and 
private power systems. 


The joint committee of industry and 
government power experts who prepared 
the report is of the opinion that even 
with curtailments in civilian use in the 
event of an emergency, power loads may 
increase in many areas. As a result addi- 
tional reserve capacity and interconnec- 
tions may be needed to offset possible 
damage by sabotage or enemy action. 

The report was prepared under the 
direction of Edward Falck, director of 
the NSRB Office of Energy and Utili- 
ties. Others on the joint task force com- 
mittee participating in the study on elec- 
tric power supply and requirements in- 
cluded: Robert Blum, NSRB Office of 
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Energy and Utilities; William W. 
Brown, Detroit Edison Company ; Edwin 
S. Bundy, vice president, Niagara Mo- 
hawk Power Corporation; F. Douglas 
Campbell, Detroit Edison Company ; 
Walker L. Cisler, executive vice presi- 
dent, Detroit Edison Company; Wal- 
ter Dreyer, Pacific Gas and Electric 
Company; Chandler W. Jones, New 
England Electric System; V. M. Mar- 
quis, vice president, American Gas & 
Electric Service Corporation; J. E. 
Moore, Ebasco Services Inc.; E. W. 
Morehouse, vice president, General Pub- 
lic Utilities Corporation; H. J. Scholz, 
president, Southern Services, Inc.; 
George P. Steinmetz, Wisconsin Public 
Service Commission; Robert Wardle, 
Jr., Georgia Power Company. 


REFACED with a summary letter of 

Falck’s to the NSRB, the report con- 
sists of two sections: (1) electric power 
capacity and requirements and (2) pro- 
duction of major electric power equip- 
ment. The first section represents the 
studies made by the electric power com- 
mittee and the task group consultants of 
NSRB. The power facilities of the coun- 
try have been carefully analyzed on a 7- 
region basis, with peculiar local condi- 
tions being noted in each region. Sec- 
tion II deals with the manufacturing 
capacities of twelve major companies 
which produce steam and hydraulic gen- 
erating equipment and power transform- 
ers. Both phases of the report—capaci- 
ties and manufacturing—cover the 1949- 
1953 period. 

In his letter, Falck presents national 
totals of loads, capabilities, and margins 
under average hydro conditions. No sum- 
mary is shown for national totals on the 
basis of adverse hydro conditions because 
adverse conditions do not occur concur- 
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rently in different regions, and therefore 
such totals in themselves would be with- 
out meaning. 

The letter also stresses that an over- 
all substantial margin on a nation-wide 
basis does not necessarily mean that this 
condition exists throughout the country. 
Certain areas have low margins and, be- 
cause of the lack of interconnections on 
a country-wide basis, these areas are 
limited to their own margins. 


ALCK then summarizes the significant 
facts on power supply as follows: 

1. Although power loads have grown 
rapidly during the postwar period and 
are continuing to grow, the rate of growth 
is not expected, by most of the power 
systems, to be as rapid in 1951 and 1952 
as it was during the period 1946 to 1949. 

2. Power system capacity, expanded 
rapidly up to 1943 to meet war require- 
ments, was held in check during the war. 
Postwar expansion was temporarily 


slowed down due to material shortages, 
but by 1949 increased tremendously. Ca- 
pacities will continue to increase through 


1952, although the rate of increase will 
probably not be as rapid in succeeding 
years as in 1949. In most regions the in- 
crease in capacity through 1952 is ex- 
pected to be larger than the increase in 
load. 

3. Margins for reserves and additional 
load were inadequate in many regions 
during 1947, 1948, and 1949. Serious 
shortages in certain regions were intensi- 
fied by unfavorable water conditions. 
However, since capabilities are now being 
increased more rapidly than loads, it ap- 
pears that by 1952 reserves will be ade- 
quate for peacetime loads in all regions 
of the country except the Southeast and 
the Northwest. 

4. For the Southeast (Region III) 
gradually increasing margins for reserves 
and for unanticipated loads are indicated 
except for the TVA area. TVA faces a 
very tight situation in 1951. By 1952 
some margins will be available to the re- 
gion through interconnections with Re- 
gions II and V, both of which have sub- 
stantial margins. 

5. For the Pacific Northwest (Region 
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VII) serious shortages are anticipated 
in the western part of the region, alth 

in the eastern part, considered se 
margins are expected to be adequate. For 
the region as a whole, even under aver 
age water conditions, a deficit of 191,11] 
kilowatts (3.2 per cent of the load) 
anticipated for 1952. Supply in adjacent 
regions and interconnections will not be 
adequate to relieve those shortages. 


‘a letter also summarizes the ca 
pacities of generator manufacturers, 
noting that open capacity for additional 
orders exists for 1951 and 1952—4,230 
kilowatts and 8,300 kilowatts, respec- 
tively. 

Orders on hand as of October 1, 
1949, represent a decrease of 15.7 per 
cent from the 18,931,360 kilowatts sched- 
uled as of October 1, 1948, for delivery 
in the comparable period through 1951. 

Falck touches on the need for addi- 
tional generating capacity in the event 
of war, as follows: 


For national security, additional 
needs may warrant an increase in gen- 
erating capacity even greater than the 
expansion now scheduled to meet nor- 
mal load growth. Thus, in the event 
of war, even if civilian uses are cur- 
tailed, power loads may increase in 
many areas, and additional reserve 
capacity and interconnections may be 
needed to offset possible damage by 
sabotage or enemy action. 

It will be possible for most systems 
to carry additional load by operation 
at higher load factors and at lower 
margins of reserves than are anticipated 
for the period through 1952. 


He also adds that it is quite probable 
further expansion of power capacity in 
wartime may be prohibited in order to 
use all resources for meeting even more 
urgent war needs. Since adequate capac- 
ity is now available to manufacture ad- 
ditional generating units and other power 
system equipment, power system execu- 
tives and governmental officials should 
make sure that generating reserves and 
transmission ties are brought to fully 
adequate levels. 
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WHAT OTHERS THINK 





HE regional studies follow a Federal 
Power Commission pattern of eight 
regions : 

Region I (Northeast). In this region 
it was found that the percentage margins, 
as well as the absolute value of the mar- 
gins in kilowatts, show an increase from 
similar figures compared in the last re- 
port. Even with adverse water, a sur- 
plus exceeding 15 per cent is available to- 
ward the end of the study period. 

Region II (East Central). Intercon- 
nections are adequate for practically all 
foreseeable transfers. With the load esti- 
mates being lower in this report than 
those appearing in the 1948 report, ade- 
quate margins are assured. 

Region III (Southeast). In this re- 
gion, with the exception of the TVA 
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system, gradually increasing markets for 
reserves and unanticipated loads are indi- 
cated. Deficiencies in the TVA system 
are expected to be met primarily from 
transfers of power from other systems. 

Region IV (North Central). The over- 
all power outlook in 1949 is improved 
from that which existed in 1948. For 
1949 the margin of dependable capacity 
above peak load for the region was esti- 
mated at 7.2 per cent under adverse 
water conditions, or 8.9 per cent under 
average water conditions. With the im- 
provements scheduled, the margins or 
dependabilities should increase in 1952 
to 13.5 per cent under adverse conditions 
or 14.8 per cent under average conditions. 

Region V (South Central). Reserves 
for the region as a whole are shown to 
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be more than adequate for December, 
1949, with substantial increases through 
1952. Capability figures include 360, 
kilowatts of hydroelectric generating ca- 
pacity now under construction by the 
U. S. Army Corps of Engineers. 

Region VI (West Central). Ability to 
interchange power between subareas 
within the region is practically nonexist- 
ent. Total reserves for the areas as a 
whole are indicated as being maintained 
at a satisfactory level in 1949 and increas- 
ing in succeeding years. Due to the un- 
even distribution of reserves and to the 
inadequacies of interconnecting facilities, 
it appears that some subareas will have 
more than adequate reserves at all times, 
while others have insufficient reserves in 
1949, but with some improvement in sub- 
sequent years. 


ery VII (Northwest). On the basis 
of present load estimates this re- 
gion will be in the clear in the winter of 
1949-50, if water conditions are even 
slightly above minimum. If average hy- 
dro conditions occur, there will be a favor- 
able margin of 5.6 per cent between loads 
and capabilities. After the current year, 
however, the situation will grow progres- 
sively worse through 1952. Under median 
hydro conditions, the deficiency of ca- 


pability below requirements in 1952 
would be 3.2 per cent and under adverse 
hydro conditions (river flows as low as 
have occurred in the past) the deficiency 
will be 14.2 per cent. 

Region VIII (Southwest). Existing 
interconnections practically permit com- 
plete integration of the systems operat- 
ing in California. Present limitations in 
Arizona will largely be removed with 
completion of installation or transmission 
facilities in 1951. Additional capacity of 
about 800,000 kilowatts was completed in 
1949, providing a margin even under ad- 
verse hydrological conditions of 12 per 
cent over the December, 1949, peak load 
of 5,400,000 kilowatts. Additional ca- 
pacity now under construction or 
planned will provide margins over esti- 
mated loads under adverse hydrological 
conditions of 13.9 per cent in 1950, in- 
creasing to more than 18 per cent in 1951 
and 1952. Under normal hydro condi- 
tions the margins would be 18.5 per cent 
in 1950, increasing to more than 23 per 
cent in 1951 and 1952. 

The report includes several maps, 
charts, and tables, showing power capac- 
ity and power loads with reserve margins 
and the power supply and requirements 
of electric utilities in the U. S., and also 
shows the FPC regional division. 





Power Companies Offer to Strengthen 
Resources Development 


A NEW long-range policy for joint 
government-public-private indus- 
try development of the nation’s water 
power resources was advanced recently 
by 100 operating electric company mem- 
bers of the National Association of Elec- 
tric Companies. 

The program strongly reiterates the 
companies’ support of flood-control, rec- 
lamation, and other conservation projects 
that are economically sound and that are 
judged to be feasible. 

Embodied in a 20- printed reply 
to a letter from Morrie £. Cooke, chair- 
man of the President’s Water Resources 
Policy Commission, the program makes 
recommendations that would: 
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1. Assure adequate power at all 
times for the nation’s growing econ- 
omy. 

2. Provide repayment of the govern- 
ment’s investment through sale of 
power at regulated rates to municipali- 
ties, REA’s, and investor-owned elec- 
tric companies for transmission and 
distribution to consumers. 

3. Make Federal hydro power avail- 
able to all citizens without discrimina- 
tion. 

4. Strengthen, rather than weaken, 
the ability of private power companies 
to render service. 


The proposals amount to a redefinition 
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WHAT OTHERS THINK 


ind clarification of the position of the 
lational Association of Electric Compa- 
ies and call for closer codperation be- 
een public bodies and industry in the 
mterest of consumers and taxpayers. 


ANY aspects of the government’s 

power program are assailed in the 
recommendations. Criticism is aimed at 
,iministrative interpretations of statutes ; 
eration of the so-called preference 
causes which favor one group of citi- 
ens over other groups; duplicating fa- 
tities and transmission lines; lack of 
sund accounting methods at Federal 
projects ; and avoidance of taxes by cus- 
tomers of publicly owned facilities which 
ae paid by customers of privately owned 
companies. 

The document states that close codp- 
eration between government and private 
companies is essential to the continued 
gowth of the nation’s economy and for 
tational defense. 

Commenting on the recommendations, 
P. L. Smith, president of the NAEC, 
said : 


This is the first time in two years 
that the members of NAEC have codi- 


fied a comprehensive statement of 
their views. Our recommendations 
come at a time when the President’s 
recent speeches have focused attention 
upon the need for industry and gov- 
ernment working together, and when 
the Water Resources Policy Commis- 
sion is engaged in studies which should 
lead to constructive legislation. 

We hope our statement will help 
clear the atmosphere. We want people 
to know—as many do not know—that 
the electric companies in this country 
have always led and will continue to 
lead the world in expanding power fa- 
cilities in the interest of national de- 
fense and a prosperous people. What 
we oppose is the lost motion and lost 
resources involved when the govern- 
ment, using scarce taxpayers’ dollars, 
does work that the electric companies 
—their investors and their workers— 
stand ready, willing, and able to do. 


The President’s Water Resources 
Policy Commission, after reviewing such 
reports, is scheduled to submit its formal 
report to the President by December Ist. 
A Federal power policy is expected to 
come from this study. 





Blueprint of a Seventy Billion Dollar 
Security Market 


HE new (1950) edition of the Cor- 
porate Holdings of Insurance Com- 
panies has been brought right down to 
December 31, 1949. It is available this 
month at the regular subscription price 


for this service. This is one of three 
volumes published by the United Statisti- 
tal Associates, Inc., New York city, for 
use by investment firms and others re- 
quiring statistical information on insur- 
ance company portfolios. 

The other two are Municipal Holdings 
and Purchases and Sales. 

Despite the vast scope of its statistical 
classifications on investment activities of 
insurance companies in the United States 
and Canada Corporate Holdings is a 
simple and readily usable volume of 850 
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pages, in which the various insurance 
company investments are stated with re- 
lation to five categories of securities, each 
reported under an alphabetical list of op- 
erating companies : 

1. Railroad Bonds and Stocks 

2. Public Utilities Bonds and Stocks 

3. Industrial Bonds and Stocks 

4. Insurance Stocks 

5. Bank and Trust Stocks 


There is an alphabetical index of in- 
surance companies, giving their addresses 
and executive officials. There is a sep- 
arate listing of insurance companies not 
owning corporate issues. 

Just by way of example of how simply 
the reference data are presented—the 


JUNE 8, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


securities of the Alabama Power Com- 
pany, which is the first name listed alpha- 
betically under the section on public util- 
ity holdings, show five different listings, 
for five respective securities issued by 
that utility company. In the case of the 
largest listing—Alabama 34s (1972 
first)—there are 75 different insurance 
companies, with ‘holdings ranging from 
2,000 to 10,000,000 bonds. Other public 
utility companies’ securities are similar- 
ly classified. 


ete volume Municipal Holdings is 
slated to appear some time in July, 
while Purchases and Sales was available 


in May. To develop such a large listing 
it was necessary to analyze statements of 
approximately 85 life, fire, and casualty 
insurance companies, fraternal orders, 
pension fund and retirement systems, 
Lloyd and reciprocal interinsurers, both 
domestic and Canadian, and the United 
States branches of foreign companies. 

Statements were obtained from prac- 
tically every state in the United States 
of America and from the Dominion of 
Canada. Every corporate issue owned by 
these companies has been embodied in 
this publication, except stocks of insur- 
ance service organizations wholly owned 
by insurance companies. 





Coéperation Urged in Transportation 


CS ownership of all trans- 

portation may come within a'decade 
unless the issues confronting the indus- 
try are dealt with constructively, Frank 
C. Rathje, president of the Transporta- 
tion Association of America, said recent- 
ly at a luncheon at the Biltmore hotel in 
New York city, sponsored by the asso- 
ciation’s board of directors. 

Mr. Rathje, who also is president of 
the Chicago City National Bank & Trust 
Company, declared that “transportation 
is the key to the preservation of com- 
petitive enterprise” and that it is the col- 
lective responsibility of leaders of all en- 
terprise to solve the problem. He added 
that the association hopes to have a pro- 
eam for consideration by Congress in 
1951. 

Pointing out that the association is the 
only organization dealing with the over- 
all policies of transportation in the pub- 
lic interest, Mr. Rathje said it offered “a 
national framework for constructive ac- 
tion,” and that it is “a clearing house of 
research and education, acting to codrdi- 
nate and implement the efforts of others.” 

Mr. Rathje urged that “all forms of 


transportation be fair to and with each 
other” and said “there must be fairness 
on the part of business executives and 
investors in their treatment of transpor- 
tation.” 

“We are to be fair and frank with 
labor, with our administrators and elected 
representatives in Washington,” he con- 
tinued. “In turn, we demand that our 
government be fair to enterprise ; that it 
support the basic concepts of the Consti- 
tution ; that it stop its attacks on industry 
merely because of bigness ; that it stop its 
wholesale arrogance ; and that it cease to 
be all things to all men.” 


AMES L. MAappEN, vice president of 
the Metropolitan Life Insurance 
Company, who participated in the dis- 
cussion, asserted that government regu- 
lations tend to retard the further devel- 
opment of railroads and other forms of 
transportation and that what is needed is 
a minimum of regulation in the interest 
of the public. 
Fred A. Poor, chairman of Poor & 
Company and of the association’s budget 
and finance committee, presided. 





“[Senator] Douglas didn’t ask the Senate to cut the pork from the 
[sere and harbors] bill... . All he requested was elimination of the 
loney.” 


—Exerrt from Newsweek. 
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The March of 
Events 


In General 


Power Production Reserves 
Reached Ahead of Schedule 


To nation has reached its goal of an 
average of 15 per cent reserves of 
power production a full year ahead of 
schedule, according to Elmer L. Lind- 
seth, president of the Edison Electric 
Institute. His statement came with an 
announcement of the results of the sev- 
enth semiannual power survey conduct- 
ed by the institute’s electric power sur- 
vey committee. New construction in 
progress will maintain and bolster these 
reserves, he added. 

Earlier surveys of the committee in- 
dicated that the average reserve generat- 
ing capacity for the nation as a whole 
would not reach 15 per cent until 1951. 
The survey just completed shows a mar- 
gin of 9,117,000 kilowatts, or 15.6 per 
cent for 1950, one year earlier than an- 
ticipated. 

The actual margin of reserves in 1949 
was 7,664,000 kilowatts, or 14.2 per 
cent, the survey revealed. 

Only in two major areas and some 
localized areas will the estimated reserve 
figure for 1950 be below the 15 per cent 
mark—in the Pacific Northwest where a 
margin of 5.9 per cent under median 
hydro conditions is anticipated, and in 
the Southeast where a figure of 8.2 per 
cent is expected. Only in the Northwest, 
in case of drought, is there any likelihood 
of a power deficiency requiring load cur- 
tailment. The present water conditions 
in that area are far above normal, the 
survey showed. 

Briefly, the survey reveals for the 
United States the following percentage 
margins between generating capacity 
and peak load demands: 1948, 6.6 actual 
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data; 1949, 14.2 actual data; 1950, 15.6 
forecast; 1951, 18.9 forecast; 1952, 19.1 
forecast ; and 1953, 18.6 forecast. 

Delivery time of heavy generating 
equipment has been reduced to two years, 
and, if the need arises, additional gen- 
erating capacity can still be added in 1952 
and 1953, according to the institute, 
which states that undoubtedly more will 
be added in 1953. 

Noting that although the 1950 mar- 
gins of reserves are only about one-half 
the prewar margins, the institute stated 
that it does not mean they are not gen- 
erally adequate. Three sound reasons 
for this difference are the substantial in- 
crease in interconnection and power pool 
operations during and since the war ; the 
great amount of new high efficiency, high 
load factor, equipment that has been in- 
stalled, which requires less reserves ; and 
prior to World War II employment was 
not at the high level now being experi- 
enced, which resulted in an abnormally 
high percentage of idle generating 
capacity for lack of power demand. 

It should be recognized, the institute 
said, that already we have added 50 per 
cent of new generating capacity since 
the outbreak of World War II. If World 
War III were to come-now, the institute 
continued, new generating capability 
could be built and interconnecting trans- 
mission lines constructed as fast as the 
average new munitions plant could be 
built and put into full operation. 

Limitations due to shortages of ma- 
terials, man power, and transportation 
for war production would again control, 
as in World War II, before the supply 
of electric power would become a critical 
factor, the survey concluded. 
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U. S. Building Steam Plants for 
Europe 


peer ogee generating plants are 
replacing many of Europe’s hydro- 
electric installations, according to a re- 
cent report of the Economic Codperation 
Administration, which has thus far ap- 
proved the expenditure of $125,000,000 
of Marshall Plan funds for the construc- 
tion of 23 new projects. 

“A substantial portion of Europe’s 
power plant is hydroelectric-based, and 
consequently subject to extreme seasonal 
supply,” the ECA report said. 

“A fundamental change is in progress,” 
the report continued. “To date, the ECA 
has approved 23 power projects which 
ultimately will add nearly 1,000,000 
kilowatts to European capacity. 

“Virtually all are thermal installations 
designed to eliminate much of the tradi- 
tional dependence on rain and snowfall, 
and to assure a more constant supply and 
distribution of electric power.” 

Nine of the projects are in Greece, 
nine in Italy, and five in other countries, 
the ECA report stated. 

In a press interview, A. D. Griswold 
of ECA’s power branch said that the larg- 
est expenditure has been $20,000,000 
on a thermal power plant in France. The 
smallest projects approved so far have 
required $7,000,000 to $8,000,000 in 
Marshall Plan funds, he added. 

Paul G. Hoffman, ECA Administra- 
tor, in a recent speech stressed that 
Europe’s primary need between now and 
1952, when ECA aid is supposed to end, 
is new sources of power. 

Although Europe’s industrial output 
is 25 per cent above the prewar level, 
Hoffman said that new sources of power 
must be brought into production if 
Europe’s industrial production is to ex- 
pand sufficiently to put her back on her 
financial feet. 


Peat-fired Generating Plant 
Opened in Ireland 
Ces with U. S. congres- 


sional study of peat as a possible 
fuel source for steam-generating plants, 
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Irish engineers have seen the realization 
of a 30-year dream—mass production of 
electric power from peat, low-grade fuel 
of Erin for centuries. The dream came 
to reality with the recent opening of a 
peat-fired generating plant at Portarling- 
ton, Ireland, about 50 miles south of 
Dublin. 

The plant, opened by Daniel Morris- 
sey, Minister of Industry and Commerce, 
will produce an additional 90,000,000 
units of electricity annually for the na- 
tion’s growing industries as two addi- 
tional plants are rushed to completion. 

Revolutionary in Ireland, the peat- 
electricity process was devised by Sir 
John Purser Griffith who, near the turn 
of the century, conceived the idea of put- 
ting Ireland’s primitive fuel to profitable 
use. 


Ickes Joins Tidelands Battle 


F ORMER Secretary of the Interior Har- 
old L. Ickes has challenged the right 
of California to continue its oil and gas 
operations in tidelands areas. 

In a petition recently filed in the 
United States Supreme Court, Ickes sug- 
gested that the operating stipulations be- 
tween the state of California and the 
United States be nullified. The stipula- 
tions are “an attempt to strike down” the 
Supreme Court’s decision of June 23, 
1947, depriving California of its rights to 
the tidelands, the petition asserted. 

Ickes attacked the California State 
Land Commission for having agreed to 
enter into leases with the Signal Oil Com- 
pany and Southwest Exploration Com- 

y in the Huntington Beach field. He 
told the court that the agreements consti- 
tute “grave trespass,” despite their ap- 
proval by the Justice and Interior depart- 
ments. He also declared the Standard 
Oil Company of California “has a large, 
if not controlling, interest” in the Signal 
Oil Company. 

The former Interior Secretary peti- 
tioned the court as a “member of the bar 
of the Supreme Court,” and said he “ap- 
preciated the fact that the court could 
have no knowledge of the information 
contained in this suggestion.” 
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THE MARCH OF EVENTS 


Expressing fear that the operating 
stipulation between California and the 
United States—renewed annually since 
July, 1947—would be continued for a 
fourth year, Ickes urged the high court 
to enter an order calling on state and 
Federal authorities to “show cause why 
such stipulations should not be set aside 
as inconsistent with and contrary to the 
decision of the court.” 

Ickes named former Attorney General 
Tom C. Clark and former Secretary of 
Interior Julius A. Krug, as well as the 
present Attorney General J. Howard 
McGrath and Interior Secretary Oscar 
L. Chapman, in his complaint. Cali- 
fornia’s attorney general also was ac- 
cused of trying to cause the California de- 
cision of the Supreme Court to be “null 
and void.” 


TVA Tax Payments Announced 


ENNESSEE VALLEY AUTHORITY and 
TVA power distributors on June 
50th will make in lieu of tax payments 
approximating $6,000,000, it has been 
announced by TVA’s General Manager 
George F. Grant. Payments by TVA 
will total about $2,840,000, while pay- 
ments by municipal and codperative dis- 
tributors of TVA power will reach an 
estimated total of $3,500,000, according 
to Mr. Grant’s announcement. 
Amounts to be paid by TVA to states 


and their counties are Alabama, $496,- 
877; Georgia, $68,126 ; Kentucky, $214,- 
746; Mississippi, $66,892; North Caro- 
lina, $128,601; Tennessee, $1,485,450; 
Virginia, $10,000. 

Payments have been made monthly 
during the past fiscal year on the basis of 
a preliminary schedule. Where neces- 
sary, checks for May and June will be 
adjusted so that the sum of the twelve 
payments during the fiscal year will equal 
the amounts finally determined to be pay- 
able to each state and county. 


Gas Line Companies Formed 


HE incorporation of two western 
pipe-line companies—the Alberta 
Natural Gas Company and Prairie 
Transmission Lines, Ltd. — recently 
ended one of the bitterest filibusters in 
the history of the Canadian Parliament. 
Both the Citizens’ Commonwealth 
Federation and the Progressive-Con- 
servative parties fought to amend the bill 
to force the companies to agree to build 
their main lines through Canada to the 
Pacific coast before entering the United 
States. 

The newly formed companies now will 
seek the right to construct a natural gas 
pipeline from the Alberta oil fields to the 
Pacific coast industrial market, which 
would include the state of Washington, 
where a corporation was recently formed. 


Indiana 


Utilities Win Advertising 
Awards 


Te Indianapolis Power & Light 
Company and the Citizens Gas & 
Coke Utility won awards in the 1950 Bet- 
ter Copy Contest of the Public Utilities 
Advertising Association. 


First award in the electric service ad- 
vertising division and second award in 
the window display division went to 
IP&L, while CG&CU received second 
awards in both the newspaper advertise- 
ments and outdoor advertising divisions, 
and third in the window display division. 


* 
Kentucky 


Utility System Sale Authorized 


te state public service commission 
has approved and authorized the 
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Community Public Service Company, of 
Walton, to sell its electric distribution 
system in Kentucky for $2,000,000. 
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The commission approved the sale of 
the company’s property in Boone, Camp- 
bell, Grant, and Pendleton counties to the 
Union Light, Heat & Power Company, 
of Covington, for $1,150,000. It also ap- 
proved the sale of properties in Adair, 
Bath, Gallatin, Garrard, Lincoln, Mont- 
gomery, Owen, Rockcastle, and Russell 
counties to the Kentucky Utilities Com- 


pany, of Lexington, for $850,000. 

In addition, the commission stipulated 
that Union and KU are to pay Commu- 
nity a fair value for supplies on hand and 
for any improvements to the system since 
January Ist. 

Community is a distributor only, and 
has been buying its power at wholesale 
rates from Union and KU. 


a 
Nebraska 


Decision May Affect Rate 
Validity 


RECENT decision by Federal Judge 
James A. Donohoe, of Omaha, 
may have far-reaching effects “on the 
validity of every public utility, railroad, 
bus, and truck rate published under the 
authority of Nebraska law,” according 
to attorneys for nine common carriers 
who sued a gravel company to recover 
triple damages of $138,000. 


> 


The plaintiffs claimed they were not 
paid rates for hauling equal to those set 
by the state commission. 

In dismissing the suit, Judge Donohoe 
ruled that the railway commission rates 
in question are invalid. He said that the 
commission, in fixing the rates, did not 
comply with the Nebraska Rules for Ad- 
ministrative Agencies, which provide 
that each agency must file its rules with 
the Secretary of State. He decided that 
rates were rules. 


New Hampshire 


Senate Investigation of Utility 
(Rejected 


NVESTIGATION of the Public Service 
Company of New Hampshire in con- 
nection with the current power rate has 
been rejected by the state senate on a 
12-to-11 roll call vote. 

The measure, a concurrent resolution, 
also called for an investigation of the 
state public service commission and the 
conduct of Attorney William L. Phinney 
in April when the rate case was con- 


sidered by the Merrimack county grand 
jury. 

The resolution was designed to set up 
a legislative interim committee—com- 
posed of senate and house members—to 
make the probe and report to the regular 
session of the general court when it con- 
venes next January. 

Senator Harold O. Pierce, of Walpole, 
who spearheaded the attack on the reso- 
lution, insisted that if there was to be an 
investigation it should be handled by the 
attorney general. 


e 
Oklahoma 


Power Line Ruling Delayed 
HE school land commission has de- 
ferred until an undecided future date 

whether a private power company should 
have the same treatment as REA-financed 
lines in obtaining rights of way over 
school lands. 
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Protest had been lodged with the com- 
mission against the charge imposed on 
the private company—Oklahoma Gas & 
Electric Company—while the REA- 
financed lines were permitted easement 
without charge. 

Tom Lee, secretary of the commission, 
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stated that he thought the private and 
REA lines should receive the same treat- 
ment, but the commission put off decision 
until some later meeting. 

Lee said a charge of $5 a pole for ease- 
ment of right of way was made against 
the private companies, while the com- 
mission had a policy of not charging 
REA lines for the right of way on the 


grounds that it was granted for mutual 
benefit. “If it is worth $5 to the private 
companies it looks as if it ought to be 
worth: that much to the others,” he said, 
adding that a representative of the Rural 
Electrification Administration had been 
invited to appear before the commission 
along with representatives of the private 
companies. 


South Carolina 


Santee-Clark Hill Hook-up 
Forecast 


ENERAL Manager R. M. Jefferies of 

the South Carolina Public Service 
Authority has announced that “rapid 
progress” has been made toward an 
agreement for the interconnection and 
interchange of power between the state- 
owned Santee-Cooper hydroelectric de- 
velopment and the federally owned Clark 
Hill project, now under construction on 
the Savannah river in McCormick 
county in South Carolina and Columbia 
county in Georgia. 


Jefferies’ announcement followed two 
days of conferences between Santee- 
Cooper executives and representatives of 
the Southeastern Power Administration, 
Interior Department’s new power mar- 
keting agency, designed as an eastern 
counterpart of the Southwestern Power 
Administration. The interconnection 
will greatly strengthen Santee-Cooper, 
Jefferies said, noting that as a state or- 
ganization supplying codperatives, San- 
tee-Cooper has “highest” priority on 
power that will be generated at Clark 
Hill. 


Tennessee 


Jourolmon to WRPC 


_ Jouro_mon, for more than ten 
years a member of the Tennessee 
Railroad and Public Utilities Commis- 
sion, has been appointed a consultant to 
the Water Resources Policy Commission 
with headquarters in Washington, D. C. 
He had been practicing law in Nashville 


since January, 1948, when he resigned 
from the state commission. 

In announcing the appointment, 
WRPC Chairman Morris Llewellyn 
Cooke said Mr. Jourolmon will work on 
the electric power phase of the water re- 
sources studies being undertaken at the 
direction of President Truman. 


Wisconsin 


State Utility Antistrike Law to 
U. S. Supreme Court 
le constitutionality of Wisconsin’s 

public utility antistrike law, recently 
held valid by the state supreme court for 
the second time (see page 719 of May 
25th issue), will be tested in the U. S. 
Supreme Court, according to attorneys 
for Division 988 of the (AFL) Amalga- 
mated Association of Street, Electric 
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Railway, and Motor Coach Employees of 
America. 

It is reported that the appeal will be 
based on the fact that the U. S. Supreme 
Court has outlawed part of a Michigan 
labor law, because it conflicted with the 
“free strikes” provision of the National 
Labor Relations Act. 

The Wisconsin statute empowers the 
state to step into utility disputes. 
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Progress of Regulation 


Limitation Imposed on Fees of Dealers Who Secure 
Exercise of Subscription Warrants 


HE New England Gas & Electric 

Association was permitted by the 
Securities and Exchange Commission to 
offer to holders of outstanding shares of 
common stock the right to subscribe for 
approximately 173,126 shares of addi- 
tional common stock at a price of $13 a 
share on the basis of one share of the 
additional common stock for each eight 
shares of common stock held. Persons 
exercising the right to subscribe will also 
have the privilege of subscribing for ad- 
ditional shares not subscribed for through 
the exercise of the rights. 

The commission approved the purpose 
of the undertaking, which would increase 
the ratio of common stock equity. It gave 
careful consideration, however, to the 
expenses involved. The proposed sale 
would not be underwritten but a dealer- 
manager group would undertake to form 
and manage a group of security dealers, 
which should include the managers, to 
solicit subscriptions to purchase the ad- 
ditional common shares being offered. 

The company proposed to pay the 
dealers a fee of 40 cents per common 
share purchased and to pay the managers 
for their services, as such, an additional 
fee equal to 10 cents a share for each 
share on which a dealer’s fee is paid. In 
addition, the company would reimburse 
the managers for reasonable out-of-pocket 
expenses, including legal fees, not in ex- 
cess of $8,000. 

The commission noted that a maximum 
payment of $86,563 would be required 
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but this theoretical maximum cost would 
not, in practice, be realized since the 
company’s officers and trustees had 
agreed that such warrants as are exer- 
cised by them would not bear dealers’ 
names. Of course, not all warrants exer- 
cised by other stockholders would bear 
such names. 

The commission said that in view of the 
extent of the proposed discount from 
market price, the presence of oversub- 
scription privileges, a recent sale of com- 
mon stock when the offer was oversub- 
scribed, and the limited size of the 
proposed offering, there was a question 
whether the proposed method of sale and 
fees were economic as compared with 
available alternatives. The management 
apparently considered that the success of 
its previous offering was in substantial 
part due to its use of a dealer-manager 
group. 

The commission was not prepared 
to disagree with the company and per- 
mitted the proposed declaration to be- 
come effective. 

The commission, however, saw no jus- 
tification for permitting unlimited pay- 
ments to dealers in respect of the exercise 
of warrants by a single original holder. 
The commission conditioned its approval 
order to require that not more than $300 
be paid dealers in respect of any single 
original registered holder of record of 
warrants, except that where a broker, 
dealer, custodian, or nominee as the orig- 
inal registered holder of warrants, advises 
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the treasurer of the association that the 
rights evidenced by such warrants are 
beneficially owned, in whole or in part, 
by others, this limitation of $300 shall 


be applied separately as to each of the 
beneficial owners. Re New England Gas 
& Electric Asso. (Release No. 9843, File 
No. 70-2374). 


e 


Serial Notes Permitted to Replace Preferred 
Stock of Holding Company 


HE Securities and Exchange Com- 
mission, under ordinary circum- 
stances, considers it inappropriate, un- 
der the standards of the Holding Com- 
pany Act, to approve the issuance of 
senior securities by holding companies 
which have subsidiaries with substantial 
amounts of senior securities outstanding 
in the hands of the public. The commis- 
sion, however, permitted American Gas 
& Electric Company to issue serial notes 
to provide funds for the redemption of 
cumulative preferred stock and to pre- 
pay certain serial bank loan notes. 
The commission said that in this case 
the holding company already had senior 


securities in the form of its preferred 
stock. The effect of the proposed trans- 
actions is merely to replace the present 
preferred stock with another senior se- 
curity, the new serial notes. These notes, 
unlike the present preferred stock, will 
be issued under a program which will 
provide for their regular retirement and 
their complete elimination within fifteen 
years. Under all the circumstances, the 
commission concluded that the issuance 
of these notes upon the terms proposed 
was appropriate and in accordance with 
the applicable statutory standards. Re 
American Gas & E. Co. (Release No. 
9819, File No. 70-2365). 


ve 


Statute Authorizing Commission Condemnation of Utility 
Property Interpreted 


Ane utility district’s petition for 
an order fixing the amount of com- 
pensation to be paid for land acquired 
from a water utility was dismissed by the 
California commission. The statute under 
which the petition was filed [§ 47(b) of 
the Public Utility Act] did not give it 
authority, the commission said, to value 
property simply because it was owned by 
a public utility. The property would have 
to be used by a utility in rendering serv- 
ice to the public in order to justify the 


commission in acting under this sec- 
tion. 

The commission pointed out that it 
had never exercised jurisdiction over the 
utility owning the property, that no show- 
ing had been made of the use of the prop- 
erty for a utility purpose, and that the 
district by obtaining possession of the 
property by court judgment had lost its 
right to proceed under § 47(b). Re Mari- 
posa Pub. Utility Dist. (Decision No. 
43569, Application No. 30434). 


e 


Solicitation of Contributions by Protective Committee 
Subject to SEC Control 


HE United States Court of Appeals 

for the District of Columbia Chreuit 
upheld the decision of the Securities and 
Exchange Commission (March 31, 
1949) Release No. 8965, 79 PUR NS 
497, that it had power to regulate the 
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solicitation of contributions to finance 
fees and expenses of a protective com- 
mittee for common stockholders. The 
commission’s order denying the right to 
solicit funds, in the opinion of the court, 
did not impose an undue restriction on 
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the committee’s power to represent its 
constituents effectively. 

The committee contended that the 
commission has no jurisdiction to regu- 
late or prohibit the circularization of 
stockholders for the purpose of applying 
funds to finance the committee; that the 
action taken by the commission violates 
the committee’s right of free speech un- 
der the First Amendment of the Consti- 
tution ; and that, in any event, the com- 
mission’s action was arbitrary and 
capricious. The committee made the 
further contention that the Long Island 
Lighting Company (the company in- 
volved) is not subject to the jurisdiction 
of the commission since it is not engaged 
in interstate commerce. 

The court found a basis for commis- 
sion jurisdiction in § 12(e) and § 11(f) 
of the Holding Company Act. The first 
section relates to the solicitation of 
proxies and authorizations and the sec- 
ond section relates to regulation of fees 
and expenses in reorganization proceed- 
ings. The court decided that the com- 
mission was correct in finding that the 
proposed action amounted to soliciting 
an “authorization” within the meaning of 
§ 12(e). It was said that to construe the 
provisions of § 12(e) as covering only 
the solicitation of “any proxy, power of 
attorney, consent, or authorization,” in 
so many words, would defeat the claimed 
congressional intent to give the commis- 
sion a needed measure of control over the 
relationship between stockholders and 
persons who seek to represent these 


holders in reorganization proceedings, 

The extent and quality of representa- 
tion may be intimately related to the size 
of the representative’s fee, but the court 
said that it could not conclude from this 
that every group in a reorganization must 
be allowed unlimited fees. Protection of 
investors requires a different standard 
and Congress has so decreed by the pro- 
visions of § 11(f). 

The First Amendment of the Constitu- 
tion, the court continued, was designed to 
aid and support the existence of a demo- 
cratic society by preserving, free from in- 
terference, an unlimited market place for 
the interchange of ideas. Dissemination 
of ideas was not involved in this case. 
The commission had not endeavored to 
control the text of the recommendations 
of the protective committee to the stock- 
holders, or to prevent them from discuss- 
ing the merits of the proposed reorgani- 
zation. The effort was rather to prevent 
the committee from collecting its fees in 
a particular manner. 

The question of commission jurisdic- 
tion over the company on the basis of the 
commerce clause of the Constitution 
was held not properly to be before the 
court. It had been presented only in the 
brief and on oral argument. Even so, the 
court noted that a district court approv- 
ing a reorganization plan had ruled that 
there was a sufficient constitutional basis 
for Federal legislation and the court saw 
no reason to disagree with that conclu- 
sion. Halsted et al. v. Securities and 
Exchange Commission (No. 10289). 


e 


Delay in Considering Television Application Explained 


nN applicant for authority to operate 
a television station in the Detroit 
area appealed to the United States Court 


of Appeals for the District of Columbia. 


when it was, in the words of the court, 
“aggrieved by its treatment” before the 
Federal Communications Commission. 
The background of the case is as fol- 
lows: Five television channels were as- 
signed to the Detroit area under the na- 
tional allocation plan for television broad- 
casting adopted by the commission in 


JUNE 8, 1950 


1945. Three applications, including that 
of the company bringing the appeal 
(United Theatres), were either on file at 
the time of the allocation or were filed 
shortly thereafter. The commission 
granted two of these applications, leav- 
ing three channels unassigned. Later an- 
other company filed an application for 
a channel. The commission granted this 
application without acting on United 
Theatres’ application. 

In July, 1947, one channel was deleted 
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from the Detroit area to permit its use 
at Windsor, Canada, leaving one channel 
available with one application on file. 
Thereafter another application was filed 
and a competitive hearing scheduled for 
the one channel available. 

In the meanwhile one of the original 
applicants had petitioned the commission 
for an extension of time beyond the pe- 
riod allowed it in its original application 
for the completion of its construction. 
The commission granted this without a 
hearing. 

The appeal was based on the claim 
that this extension of time was improper 
and that upon the failure of the station 
to complete construction within the time 
stipulated, it became a mere applicant 
and should be made a party to the com- 
petitive hearing. The court ruled this 
position untenable for the reason that the 
statute authorized the commission to ex- 
tend construction time upon application 
seasonably made, as was the case in the 
matter in question. 

The other question to which great em- 


phasis was attached by the court was the 
apparent passing over of the application 
of United Theatres while petitions filed 
much later were being afforded ex- 
peditious treatment. The court pointed 
out that the commission cannot arbi- 
trarily withhold consideration of an ap- 
plication until such time as there are 
pending enough applications to require 
a competitive hearing. 

In this case a good reason was found 
for the inactivity on the application. 
United Theatres is a subsidiary of Para- 
mount Pictures, and only five stations 
are allowed to one licensee, including 
subsidiaries. The delay in consideration 
of United’s application was to determine 
which of the many applications filed by 
Paramount subsidiaries throughout the 
country the controlling owner wished to 
prefer. Under such circumstances the ac- 
tion of the commission was held not to 
be improper. United Detroit Theatres 
Corp. v. Federal Communications Com- 
mission (WXYZ, Intervener) 178 F2d 
700. 


e 


Possible Revenue Law Changes Provide No Basis 
For Working Capital Allowance 


TELEPHONE company’s application 

for a rate increase was partially 
approved by the Kentucky commission. 
The commission allowed the company an 
increase in rates for metropolitan ex- 
change service but nullified new rates for 
other local service and for intrastate toll 
service. 

The company had been collecting the 
new rates under bond. The commission 
order directed that refund be made of all 
amounts collected over and above the 
authorized rates. 

In its consideration of the evidence 
supporting the company’s application, the 
commission approved for this proceeding 
the use of the separation procedure pre- 
scribed by the NARUC Separations 
Manual. The commission expressly re- 
served the right to consider other ques- 
tions arising in the future regarding the 
use of the manual. 

Plant under construction was excluded 
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from the rate base, but interest on the 
company’s accumulated investment in 
construction costs until such new plant 
is available to public use was allowed. 

Property held for future use was prop- 
erly included in the rate base, the com- 
mission ruled, since no interest was 
capitalized while the property was car- 
ried in this account. 

The company had arrived at an in- 
tangible figure for working capital allow- 
ance by using a formula. This sum was 
rejected by the commission when it ap- 
peared that accrued taxes which were not 
yet due exceeded the estimated cash re- 
quirement. The commission observed 
that local service revenues are billed and 
collected in advance. 

The company’s contention that a work- 
ing capital allowance was necessary be- 
cause of “a definite possibility that the 
corporate income tax laws might be 
changed in such a way as materially to 
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affect the funds available from tax ac- 
cruals” was overruled. Regulatory bodies, 
the commission pointed out, may not 
anticipate changes in the law but must 
govern themselves by the law as it pres- 
ently exists. 

Reproduction cost new presented as 
proof of value was rejected as being too 
conjectural since it was premised in large 
part upon Western Electric Company 
translators. With the value of the dollar 
fluctuating, the commission continued, a 
reproduction cost new study made in 1949 
may already be obsolete. 

Another difficulty with using reproduc- 
tion cost new less observed depreciation 
is that the determination of depreciation 


is a speculative matter. The commission 
asked : “How can one determine the de- 
preciation that has taken place in an elec- 
tric light bulb that is still burning?” 

The commission adopted a book cost 
rate base as approximating the dollars in- 
vested in the business and approved rates 
which would allow a return of 6 per cent. 

The rates requested for metropolitan 
exchange service would provide the com- 
pany with sufficient additional revenues 
to produce a 6 per cent return. Conse- 
quently, with the approval of these rates, 
the requested increases for other local 
service and for intrastate toll calls were 
denied. Re Citizens Teleph. Co. (Case 
No. 1916). 


2 


Air Freight Forwarders Exempted from Certificate Requirement 


TS United States Court of Appeals 
affirmed a Civil Aeronautics Board 
order creating a class of utilities known 
as air freight forwarders. 
“Forwarders” have become active dur- 
ing the past year in procuring shipments, 
assembling them, and tendering the con- 
solidated lot to an air carrier for trans- 
portation at a bulk rate lower than the 
rate collected by the forwarders from the 
shippers. The forwarder assumes the re- 
sponsibility of a carrier though he car- 
ries no merchandise himself but ships en- 
tirely by air in other carriers’ planes. 
Upon arrival of the consolidated ship- 
ment at the airport of destination, the 
forwarder divides the shipment and dis- 
tributes it among individual consignees. 
The profit of the forwarder is the differ- 
ence between his expenses and the 


“spread” between what he receives from 
shippers and what he pays to the airline. 

A number of airlines vigorously pro- 
tested the board’s action and appealed to 
the Federal court. 

The court recognized the authority of 
the board to create “air freight forward- 
ers” and to permit them to operate with- 
out certificates of public convenience and 
necessity. This action of the board, in 
permitting forwarders to operate mere- 
ly on a showing that their business would 
not be inconsistent with the public in- 
terest, was considered proper since the 
forwarders, while subject to the Civil 
Aeronautics Act, do not engage in any 
air operation but conduct all their ac- 
tivities on the ground. American Airlines, 
Inc. et al. v. Civil Aeronautics Board, 
178 F2d 903. 


7 


Contracts with Shippers Do Not Determine Status 


ft pew California commission ordered 
a motor carrier to terminate opera- 
tions after finding that it was actually a 
common carrier operating under a con- 
tract carrier permit. The existence of 
contracts between the carrier and shippers 
was held not to be determinative of its 
status as a private carrier because of its 
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holding itself out to serve the public. The 
commission ruled that this and the gen- 
eral nature of its service indicated that 
the operation was broader than that of a 
private carrier. Pacific Southwest R. 
Asso. v. Samuelson and Gilbert (Circle 
Freight Lines) (Decision No. 43829, 
Case No. 4928). 
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Reversal of Passenger Train Schedule Ordered 


HE Wisconsin commission granted 
Ti: part a railroad’s petition for au- 
thority to curtail service for which there 
was not too great a public demand where 
the financial loss suffered by the railroad 
was satisfactorily established. 

At the request of a large number of 
residents of a small town at one end of the 
line involved, the commission directed 
the railroad to reverse its daily run from 
the large city at one end to the small town 


so that residents of the town could use the 
train to go into the city for a day’s shop- 
ping and take the evening train back 
home. The commission did not feel that 
the reversal of direction would seriously 
affect mail or express revenues but di- 
rected the railroad to keep careful record 
of the patronage of the trains for a trial 
period. Berlin Chamber of Commerce v. 
Chicago, M., St. P. & P. R. Co. (2-R- 
2077). 


e 
Other Important Rulings 


HE Federal Power Commission dis- 

missed, for lack of jurisdiction, an 
electric company’s application for author- 
ity to construct a pipeline to transmit 
natural gas for use as boiler fuel in its 
generating plant, because the facilities 
would not be used for the transportation 
or sale of natural gas in interstate com- 
merce for consumption by others. Re Jer- 
sey Central Power & Light Co. (Docket 
No. G-1324). 


The Massachusetts Department of 
Public Utilities, in allowing a bus com- 
pany a return of slightly more than 12 
per cent on its net investment, com- 
mented that such a return was not un- 
reasonable because of the extreme sensi- 
tivity of the transportation business to 
economic change and the fact that a 
slight diminution in revenue often seri- 
ously affects the ability of carriers to 
meet their obligations. Re Massachusetts 
N. E. Transp. Co. (DPU 8469-A). 


The New Jersey Board of Public Util- 
ity Commissioners denied rate increase 
applications of a number of railroads op- 
erating in the northern part of the state 
where the proposed schedules would 
subject New Jersey commuters to the 
highest rates in the area and would be 
discriminatory because of lower rates for 
comparable service in contiguous areas 
of New York state. Re Delaware, L. & 
W. R. Co. (Docket Nos. 4505, 4416, 
4471, 4613, 4456, 4632, 4000). 
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The Pennsylvania commission held 
that, in allocating the cost of improving 
a highway bridge across a railroad, it is 
not bound by a contract between the rail- 
road and a municipality placing the obli- 
gation to reconstruct and maintain the 
bridge upon the railroad, since, after the 
cost has been allocated, the parties to 
the contract may secure such reimburse- 
ment as they may be entitled to under 
that agreement. Public Utility Commis- 
sion v. Reading Co. et al. (Complaint 
Docket No. 14476). 


A city’s petition to require the con- 
struction of a railroad grade crossing 
was denied by the New Jersey commis- 
sion because such construction would be 
contrary to the state policy of grade-cross- 
ing elimination, to the carrying out of 
which millions of dollars have already 
been dedicated, and because the new 
crossing would benefit in nominal meas- 
ure only a limited number of residents of 
the section. Re Pleasantville (Docket No. 
4573). 


The Wisconsin commission denied a 
sanitary district’s application for author- 
ity to establish what it termed a connec- 
tion charge which was in no way related 
to the actual cost of placing laterals, but 
was, in fact, designed to equalize assess- 
ments between improved and unimproved 
lots. Such matters, the commission ruled, 
are not within its jurisdiction. Re Green- 
field Heights Sanitary Dist. (2-U-3134). 
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The Indiana commission dismissed a 
paper company’s action for overcharges 
against a motor transportation company 
where neither tariffs nor contracts per- 
taining to the services involved had been 
filed with the commission, so as to pro- 
vide a basis for commission jurisdiction. 
Paper Arts Co., Inc. v. Indianapolis Rail- 
ways, Inc. (No. 20885). 


The Pennsylvania commission held 
that the original cost of utility property 
when first devoted to public service is a 
proper measure of value in a rate proceed- 
ing. It stated that it is also required to 
give consideration, among other things, 
to reproduction cost based on the fair 


average price of the materials, property 
and labor. Public Utility Commission » 
Scranton-Spring Brook Water Servic 
Co. (Complaint Docket Nos. 14753 ¢ 


al.) 


Air carriers should share the burden 
of promoting a state as a summer vaca 
tion area only to the extent that such 
promotion can be justified as a means oj 
improving their net financial condition, 
the Civil Aeronautics Board ruled, in de- 
nying an airline’s petition to establish 
excursion fares to Florida at a substan- 
tially lower level than current charges for 
similar services. Re Summer Excursion 
Fares (Docket No. 4166). 
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UNITED STATES COURT OF APPEALS, EIGHTH CIRCUIT 


Northwestern Public Service Company 


Vv 


Montana-Dakota Utilities Company 


No. 13,887 
— F2d — 
April 4, 1950 


PPEAL from judgment of District Court awarding reparation 
A to one electric company against another after determining 
that rates for wholesale electric energy exchanged between them 
were unreasonable; judgment reversed and complaint dismissed. 
For earlier court decision, see (1947) 71 PUR NS 353, 7 

F Supp 149. 


Rates, § 7 — Jurisdiction of court — Wholesale electric rates — Federal Com- 
mission authority—Reparation. 
1. The district court does not have power to determine the reasonableness 
of rates for wholesale electric energy exchanged by utilities pursuant to 
contracts filed with the Federal Power Commission, nor does it have author- 
ity to award reparations on such exchanges, since the power over such 
matters is vested exclusively in the Federal Power Commission, p. 34. 


Rates, § 7 — Jurisdiction of court — Wholesale electric energy — Requirement of 
prior Commission action. 
2. The reasonableness of wholesale electric rates filed with the Federal 
Power Commission will not be considered by the courts until such rates have 
come before the Commission for its consideration, p. 37. 


Rates, § 252 — Adherence to schedules — Wholesale electric energy — Sales 
under Federal Power Act. 
3. A company transmitting electric energy on a wholesale basis interstate 
must collect the charges named in the rates filed with the Federal Power 
Commission and the purchaser must pay those rates so long as they are 
not changed in the manner provided by the Federal Power Act, p. 37. 
Courts, § 19 — Jurisdiction over fraud complaint — Exchange of electric energy — 
Commission jurisdiction. 
4. Jurisdiction over a controversy in which fraud practiced by one electric 
utility upon another in the purchase and sale of electric energy is in question 
is = vested in the district court but in the Federal Power Commission, 
p. 38. 
Damages, § 2 — Jurisdiction of court — Exhaustion of administrative remedies. 
5. A party is not entitled to bring a court proceeding for damages for a 
supposed injury until prescribed administrative remedies have been ex- 
hausted, p. 38. 


[3] 33 83 PUR NS 
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Injunction, § 54 — Parties — Violations of Federal Power Act. 


Statement that while the Federal Power Act provides that the Commission 
may bring an action in the proper court of the United States to enjoin 
violations of the act and to enforce compliance with the act or any of its 
rules or regulations, it does not imply that aggrieved parties may bring 


such action, p. 36. 


APPEARANCES: Jacob M. Lashly 
(Max Royhl, Sydney K. Schiff, Fred- 
ric H. Stafford, Paul B. Rava, Pam, 
Hurd & Reichmann and Lashly, Lash- 
ly, Miller & Clifford were with him 
on the brief) for appellant; John C. 
Benson (Pat Morrison, H. F. Fel- 
lows, Rodger L. Nordbye, and Faegre 
& Benson were with him on the brief) 
for appellee; Howard E. Wahren- 
brock, Assistant General Counsel, 
Federal Power Commission (Brad- 
ford Ross, General Counsel, and Louis 
W. McKernan, Principal Attorney, 
Federal Power Commission, were 
with him on the brief) for Federal 
Power Commission, amicus curiae. 

Before Sanborn, Thomas, and John- 
sen, CJJ. 


Tuomas, C]J., delivered the opinion 
of the court: 

[1] This is an action brought by ap- 
pellee as plaintiff in the district court 
on February 3, 1947, against appel- 
lant-defendant to recover damages ac- 
cording to the principles of the com- 
mon law. 

The parties, corporations organized 
under the laws of Delaware, are both 
engaged in the electric public utility 
business, the plaintiff chiefly in North 
Dakota and the defendant in South 
Dakota. The plaintiff brings the ac- 
tion as assignee of its predecessors. 
Prior to July 1, 1939, the Northern 
Power and Light Company and the 
North Dakota Power & Light Com- 
pany, two Delaware corporations, 
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were engaged in the electric public util- 
ity business in North Dakota. On the 
date named the two _ corporations 
merged into one corporation under the 
name of Dakota Public Service Cor- 
poration, which by the terms of the 
merger became the owner of the busi- 
ness and properties of its two pred- 
ecessors. On October 19, 1945, the 
Dakota Public Service Company as- 
signed to Montana-Dakota Utilities 
Co., plaintiff here, all claims, demands, 
and causes of action which it had 
against defendant. 


Federal jurisdiction is based upon 


§ 1331 of Title 28, USCA, upon the 
theory that the action arises under the 
“ . . .. laws of the United States,” 
namely, the Federal Power Act, 16 
USCA § 824, et seq. 

The controversy involves the period 
from September 1, 1935, to October 


19, 1945. During this period plain- 
tiff’s predecessors and defendant op- 
erated under joint management in con- 
tiguous territory, and their lines were 
interconnected at several points. They 
entered into contracts for the exchange 
of electric energy and for the allocation 
of joint expenses. In this action plain- 
tiff seeks to recover from defendant al- 
leged unreasonable rates and charges 
for electric energy in interstate com- 
merce at wholesale exacted from its 
predecessors by defendant in violation 
of the Federal Power Act; and to re- 
cover, also, the difference between 
amounts alleged to have been paid by 
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defendant to such predecessors for elec- 
tric energy and the reasonable costs of 
such energy on the ground that all 
such underpayments were in violation 
of the Federal Power Act. It is also 
alleged that all such excessive pay- 
ments exacted from plaintiff’s prede- 
cessors and such underpayments by 
defendant to such predecessors were 
fraudulent and unlawful. 


The fraud charged was alleged to 
consist of (1) the exaction of unrea- 
sonable rates and charges by defend- 
ant through the medium of common 
officers and directors of defendant and 
of plaintiff’s predecessors and (2) the 
improper filing by defendant of some 
rate schedules and the belated filing of 
others. 

The record shows that all of the 
contracts for the interchange of elec- 
trical energy between defendant and 
predecessors fixed rates 


plaintiff’s 
based upon per kilowatt-hour service, 
and that such contracts were all filed 
by both defendant and plaintiff’s pred- 
ecessors with the Federal Power Com- 
mission, although some of them were 
filed after they had been put into ef- 


fect. But they were all approved as 
fled by the Commission. Certain 
agreements for allocation of joint 
management expenses were not filed 
on the assumption that they did not 
affect rates. 

The defendant, prior to the trial, 
moved the court to dismiss the com- 
plaint for want of jurisdiction over the 
subject matter, asserting inter alia 
that the “alleged cause of action does 
not really and substantially involve a 
dispute or controversy respecting the 
validity, construction or effect of the 
Constitution or laws of the United 


States nor does a determination of this 
suit depend thereon.” 

The motion was overruled ; the case 
was tried to the court without a jury; 
findings of fact and conclusions of law 
were filed by the court and judgment 
rendered for plaintiff and against de- 
fendant for the total sum of $779,- 
958.30. The judgment consisted of 

(1) $229,214.46 representing the 
amount by which the defendant had 
paid less for electric energy delivered 
to it from 1935 to 1945 at the filed rate 
than the court determined would have 
been a “just and reasonable” rate, plus 
$82,417.85 interest. 

(2) $196,021.51, interconnection 
rental charges received by defendant 
under an agreement filed as defend- 
ant’s Rate Schedules FPC Nos. 3, 5A, 
6, and supplement 1, plus $91,340.18 
interest. 

(3) $111,665.05, interchange ca- 
pacity charges received by defendant 
under agreements filed as defendant’s 
Rate Schedules FPC Nos. 4 and 6, 
and supplement No. 1, plus $43,866.13 
interest. 

(4) $19,214.76 received by defend- 
ant as reimbursement for a share of 
dispatching services initially paid for 
by it, pursuant to a joint management 
agreement not filed, plus $6,213.38 in- 
terest. 

The defendant-appellant contends, 
first, that the court erred in refusing 
to dismiss the complaint for lack of 
jurisdiction over the subject matter in 
that under the applicable statute juris- 
diction over electrical utility rates in 
interstate commerce is vested exclu- 
sively in the Federal Power Commis- 
sion. 

The plaintiff in its brief contends 
that the court had jurisdiction to ad- 
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judicate its claims under the Federal 
Power Act because the rates and 
charges sought to be recovered were 
collected in violation of § 205 of the 
Federal Power Act (16 USCA 
§ 824d), in that (1) § 205(a) of the 
act declares that all unjust and unrea- 
sonable rates and charges are unlaw- 
ful, and the rates and charges in dis- 
pute are alleged to be unjust and un- 
reasonable; and (2) the rates in issue 
were illegal because defendant failed 
to comply with the filing provisions of 
§ 205(d) of the act. 

The pertinent parts of § 205 (16 
USCA § 824d) are: 

“(a) All rates and charges made, 
demanded, or received by any public 
uility for or in connection with the 
transmission or sale of electric energy 
subject to the jurisdiction of the Com- 
mission shall be just and rea- 
sonable, and any such rate or charge 
that is not just and reasonable is here- 
by declared to be unlawful. 

“(b) No public utility shall 
(1) make or grant any undue pref- 
erence or advantage to any person or 
subject any person to any undue prej- 
udice or disadvantage, 

"EG. « every public utility 
shall file with the Commission 
schedules showing all rates and 
charges for any transmission or sale 
subject to the jurisdiction of the Com- 
mission, and the classifications, prac- 
tices, and regulations affecting such 
rates and charges, together with all 
contracts which in any manner affect 
or relate to such rates, charges, classi- 
fications, and services. 

“¢d@) . no change shall be 
made by any public utility in any such 
rate, charge, classification, or service, 
or in any rule, regulation, or contract 
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relating thereto, except after thirty 
days’ notice to the Commission and to 
the public. [But] The Com- 
mission, for good cause shown, may 
allow changes to take effect without 
requiring the thirty days’ notice herein 
provided for by an order specifying the 
changes so to be made and the time 
when they shall take effect and the 
manner in which they shall be filed and 
published.” 

And subsection (e) provides that 
“Whenever any such new schedule is 
filed the Commission shall have au- 
thority, either upon complaint or upon 
its own initiative’ upon reasonable 
notice to enter upon a hearing and to 
make such orders as it finds to be jus- 
tified. 


The district court, we think, erred 
in assuming that because the complaint 
alleged that the rates and charges in is- 


sue were unjust and unreasonable it 
had power to determine just and rea- 
sonable rates, and if the filed rates 
were found to be unreasonable to de- 
clare them unlawful and grant repara- 
tions under § 205, supra. Nowhere 
does the act give the district court 
power to determine just and reason- 
able rates; that power is given to the 
Commission exclusively. Section 314 
(16 USCA § 825m(a) ) provides that 
the Commission may bring an action 
in the proper court of the United 
States to enjoin violations of the act 
and to enforce compliance with the act 
or any rule, regulation, or order of the 
Commission; and § 317 (16 USCA 
§ 825p) provides that such actions 
may be brought in the district courts 
of the United States. The statute does 
not imply that aggrieved parties may 
bring such actions. See Civil Aero- 
nautics Board v. Modern Air Trans- 
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port (1950) 179 F2d 622, 624, 625, 
and cases cited. 

[2] The plan or scheme of the Fed- 
eral Power Act is analogous to that of 
the Interstate Commerce Act, and de- 
cisions under the latter act should be 
controlling here. This is especially 
true since the enactment of the Admin- 
istrative Procedure Act. United States 
y. Jones (1949) 336 US 641, 672, 93 
Led 938, 69 S Ct 787. It is well set- 
tled that the reasonableness of rates 
will not be considered by the courts be- 
fore application has been made to the 
Commission. The rates filed and ap- 
proved by the Commission are the 
lawful rates until changed in the way 
provided by the act. Texas & P. R. 


Co. v. Abilene Cotton Oil Co. (1907) 
204 US 426, 51 L ed 553, 27 S Ct 
350; Robinson v. Baltimore & O. R. 
Co. (1912) 222 US 506, 56 L ed 288, 


32 S Ct 114; Mitchell Coal Co. v. 
Pennsylvania R. Co. (1913) 230 US 
247, 57 L ed 1472, 33 S Ct 916; Skin- 
ner & Eddy Corp. v. United States 
(1919) 249 US 557, 63 L ed 772, 39 
S Ct 375; Terminal R. Asso. v. Unit- 
ed States (1924) 266 US 17, 31, 69 
L ed 150, 45 S Ct 5; United States v. 
Interstate Commerce Commission 
(1949) 337 US 426, 437, 93 L ed 
1451, 69 S Ct 1410; Backus-Brooks 
Co. v. Northern P. R. Co. (1927) 21 
F2d 4; Chicago, I. & L. R. Co. v. In- 
ternational Milling Co. (1930) 43 F 
2d 93; Woodrich v. Northern P. R. 
Co. (1934) 71 F2d 732, 97 ALR 401; 
Watab Paper Co. v. Northern P. R. 
Co. (1946) 154 F2d 436; Civil Aero- 
nautics Board v. Modern Air Trans- 
port, supra. 

In Great Northern R. Co. v. Mer- 
chants Elevator Co. (1922) 259 US 


285, 291, 66 L ed 943, 42 S Ct 477, 
the Supreme Court said: 

“Whenever a rate, rule, or practice 
is attacked as unreasonable or as un- 
justly discriminatory, there must be 
preliminary resort to the Commission. 
Sometimes this is required because the 
function being exercised is in its nat- 
ture administrative, in contradistinc- 
tion to judicial. But, ordinarily, the 
determining factor is not the character 
of the function, but the character of 
the controverted question and the na- 
ture of the inquiry necessary for its 
solution. To determine what rate, 
rule, or practice shall be deemed rea- 
sonable for the future is a legislative 
or administrative function. To deter- 
mine whether a shipper has in the past 
been wronged by the exaction of an 
unreasonable or discriminatory rate is 
a judicial function. Preliminary re- 
sort to the Commission is required 
alike in the two classes of cases. It is 
required because the inquiry is essen- 
tially one of fact and of discretion in 
technical matters, and uniformity can 
be secured only if its determination is 
left to the Commission. Moreover, 
that determination is reached ordi- 
narily upon voluminous and conflict- 
ing evidence, for the adequate appre- 
ciation of which acquaintance with 
many intricate facts of transportation 
is indispensable; and such acquaint- 
ance is commonly to be found only in 
a body of experts.” 

[3] Moreover, the transmission of 
electric energy being at wholesale and 
interstate, the seller must collect the 
charge named in the filed rate and the 
purchaser must pay that rate. So 
long as the filed rate is not changed in 
the manner provided by the act it is 
to be treated as though it were a stat- 

83 PUR NS 





UNITED STATES COURT OF APPEALS, EIGHTH CIRCUIT 


ute, binding upon the seller and the 
purchaser alike. Texas & P. R. Co. 
v. Cisco Oil Mill (1907) 204 US 449, 
51 L ed 562, 27 S Ct 358; Pennsyl- 
vania R. Co. v. International Coal 
Mining Co. (1913) 230 US 184, 197, 
57 L ed 1446, 33 S Ct 893; Pillsbury 
Flour Mills Co. v. Great Northern R. 
Co. (1928) 25 F2d 66, 68. 

Plaintiff’s further contentions that 
the rates in issue were unlawful are 
without merit in view of our conclu- 
sion that upon proper complaint under 
the Federal Power Act the Commis- 
sion had jurisdiction and was the 
proper tribunal in the first instance to 
determine all such contentions. In 
brief, those contentions are that the 
rates were illegal because defendant 
failed to comply with the filing pro- 
visions of the act ; that thirty days’ no- 
tice of filing as required by § 205(d) 
was not given ; that the power, if it ex- 
ists, to cure the defect in filing was 
nullified by the fraud of the defendant ; 
and that defendant’s acts were fraud- 
ulent because defendant and _plain- 
tiff’s predecessors had common of- 
ficers. 

None of these contentions, however, 
defeated the jurisdiction of the Com- 
mission. They are in substance of the 
same effect as were the contentions of 
plaintiff in the case of Watab Paper 
Co. v. Northern P. R. Co. supra, as 
enumerated on page 438 of the report. 
This court held there that the Com- 
mission had jurisdiction to hear and 
determine all the issues, and conclud- 
ed: “Manifestly, if the Commission 
had such jurisdiction, it had jurisdic- 
tion to reach either a correct or an in- 
correct decision, but whether correct 
or incorrect its determination could 
not be attacked collaterally as in this 
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proceeding attempted.” The situation 
is equally true here. Had the case 
been submitted to the Federal Power 
Commission, the statute, § 313(b) 
(16 USCA § 825L(b)), gave to the 
plaintiff a right of appeal to the Unit- 
ed States court of appeals. 

[4,5] Jurisdiction in such a con- 
troversy as this to investigate fraud 
practiced by an electric public utility in 
the past as well as in the present is 
vested not in the district court, but in 
the Commission by § 307 (16 USCA 
§ 825f), wherein it is provided that 
“The Commission may investigate any 
facts, conditions, practices, or metters 
which it may find necessary or proper 
in order to determine whether any 
person has violated or is about to vio- 
late any provision of this act or any 
rule, regulation, or order thereunder, 

The Commission may permit 
any person to file with it a statement 
in writing as to any or all 
facts and circumstances concerning a 
matter which may be the subject of in- 
vestigation. . .” The Commis- 
sion by § 309 (16 USCA § 825h) is 
empowered to make, amend, and re- 
scind such orders, rules, and regula- 
tions as it may find necessary or ap- 
propriate to carry out the provisions 
of the act. The Commission can, no 
doubt, correct its own mistakes. In 
case a complainant is aggrieved by the 
decision of the Commission its remedy 
is by appeal under § 313(b), supra. 
It is a “long-settled rule of judicial ad- 
ministration that no one is entitled to 
judicial relief for a supposed 
injury until the prescribed adminis- 
trative remedy has been exhausted.” 
Myers v. Bethlehem Shipbuilding 
Corp. (1938) 303 US 41, 82 L ed 
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638, 58 S Ct 459; Macauley v. Water- 


For the foregoing reasons the judg- 


man Steamship Corp. (1946) 327 US ment appealed from is reversed with 


540, 543, 90 L ed 839, 66 S Ct 712. 


instructions to dismiss the complaint. 





FEDERAL POWER COMMISSION 


Re Piedmont Natural Gas Corporation 


Docket No. G-1105 
March 30, 1950 


PPLICATION of natural gas company for certificate of con- 
A venience and necessity involving supply to electric plant; 
denied. 


Certificates of convenience and necessity, § 81 — Grounds for denial — Discrimi- 


natory service contract. 


A natural gas company was denied a certificate to render service in an 
area in which there was a substantial demand and need for natural gas 
where, because of a discriminatory agreement to supply gas to an electric 
utility’s generating plant, the company was not free to offer service on 
terms favorable to all classes of consumers. 


By the Commission: Upon con- 
sideration of the above-named appli- 
cation, as amended, for a certificate of 
public convenience and necessity, the 
evidence adduced at the hearings 
thereon, and the Commission’s order, 
issued concurrently herewith, granting 
certificates of public convenience and 
necessity to the Commonwealth Nat- 
ural Gas Corporation, the Virginia 
Gas Transmission Corporation, and 
the Tennessee Gas Transmission Com- 
pany in Docket Nos. G-963, G—1261, 
and G-1273, respectively ; 


The Commission finds: 

(1) Piedmont Natural Gas Corpo- 
ration (Piedmont), a Delaware cor- 
poration, proposes to construct and op- 
erate natural gas facilities from a point 
in Chambers county, Texas, to the 


Tidewater area of Virginia for the 
transportation of natural gas from the 
Gulf coast area of Texas and from 
Louisiana to communities in the Pied- 
mont area of North Carolina, South 
Carolina, and Virginia and the Tide- 
water area of Virginia. In addition, 
Piedmont proposes to serve the Duke 
Power Company (Duke) with inter- 
ruptible gas at five of Duke’s electric 
generating plants and to provide firm 
industrial service to the Solvay Proc- 
ess Plant of the Allied Chemical and 
Dye Corporation at Hopewell, Vir- 
ginia, and the Celanese Corporation 
near Rock Hill, South Carolina. The 
construction and operation of the fa- 
cilities and the transportation and sale 
of natural gas for resale, as proposed 
by Piedmont, are subject to the re- 
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quirements of § 7 of the Natural Gas 
Act, 15 USCA § 717f. 

(2) The record shows that there is 
a substantial demand and need for nat- 
ural gas in the several communities 
proposed to be served by applicant in 
the Piedmont area and the record fur- 
ther shows that the public convenience 
and necessity requires that these needs 
be met. Because of its present agree- 
ment for sale of gas to Duke, applicant 
is not contractually free to offer nat- 
ural gas on terms and under condi- 
tions which are sufficiently favorable 
to all classes of consumers to justify 
the issuance of a certificate. 

(3) The contract between applicant 
and Duke is discriminatory in the re- 
spects herein stated. Article IV of the 
contract provides that applicant will 
supply Duke with all of the natural gas 
available from its pipe line, as pres- 
ently proposed or hereafter enlarged, 
after supplying the requirements of 
firm customers for purposes not in- 
volving the generation of electric pow- 
er. This will deprive other industries 
in the area to be served of the oppor- 
tunity of buying gas on an interrupti- 
ble basis either direct from applicant 
or from applicant’s utility customers. 
The utility customers will be disad- 
vantaged by having to purchase gas at 
a lower load factor and higher unit 
cost than otherwise would be the case. 
Article VI of the Duke contract pro- 
vides for a fixed descending scale of 
rates without any provision for modi- 
fication in the event such rates should 
not in the future adequately compen- 
sate Piedmont for the cost of render- 
ing service to Duke. This may place 
an undue burden upon applicant’s util- 
ity customers if applicant’s project is 
83 PUR NS 


to be maintained on a sound financial 
basis. 

(4) Applicant has not shown that it 
has committed to it a sufficient natural 
gas supply to sustain its proposed an- 
nual deliveries of approximately 62 
billion cubic feet for a reasonable pe- 
riod. However, its gas supply may be 
adequate to meet the presently indi- 
cated requirement of consumers in the 
Carolina area for a reasonable number 
of years if its deliveries are reduced by 
an amount equal to the volumes appli- 
cant proposes to deliver in the Tide- 
water area. 

(5) Evidence introduced by the in- 
terveners representing coal, railroad, 
and related interests shows that the 
proposed sale of natural gas to Duke 
for the purpose of generation of 
electricity will displace substantial 
amounts of coal now being used by 
Duke and may adversely and seriously 
affect such interveners. 

(6) Piedmont proposes to sell the 
major portion of its gas supply to 
Duke for power generation, in the fol- 
lowing proportions: 


Per Cent of Total Deliveries 
First Year 
Second Year 
Third Year 
Fourth Year 
Fifth Year 


First Year 
Second Year 
Third Year ... 
Fourth Year 
Fifth Year 


This does not appear to be in the 
public interest. 

(7) Applicant has not shown that 
it is able properly to do the acts and 
to perform the services proposed. 

(8) Applicant has not shown that 
transportation and sale of natural gas 
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as proposed by it are required by the 
public convenience and necessity. 

(9) Because of the need for natural 
gas in the Piedmont area and the 
showing already made by applicant, 
this proceeding should be reopened for 
the purpose of allowing Piedmont to 
amend its application to serve the 
Piedmont area and to produce further 
evidence in support thereof if it so de- 
sires. 

(10) That portion of Piedmont’s 
application which relates to service to 
the Tidewater area of Virginia should 
be denied. 

(11) It is appropriate that the 
Commission render its decision on the 
application prior to April 1, 1950. 


Time does not permit the issuance of 

an opinion by that date. Therefore, 

an opinion will be issued subsequently. 
The Commission orders: 


(A) The proceeding upon the 


‘above-entitled application, except that 


portion which relates to service to the 
Tidewater area of Virginia, is re- 
opened for the purpose of allowing 
Piedmont to amend its application to 
serve the Piedmont area and to pro- 
duce evidence in support thereof com- 
mencing not later than sixty days from 
the issuance of this order. 

(B) The application of Piedmont, 
to the extent that it relates to service 
to the Tidewater area of Virginia, is 
denied. 





OHIO SUPREME COURT 


City of Cincinnati 


Public Utilities Commission et al. 


No. 31791 
— Ohio St —, 90 NE2d 681 
February 15, 1950 


PPEAL from Commission order setting aside electric rates 
A prescribed by ordinance and substituting higher rates; 


order affirmed. 


For Commission decision, see (1948) 75 


PUR NS 97. 


Appeal and review, § 48 — Commission order — Rates. 
1. Under § 544, General Code, the sole function of the supreme court on 
an appeal from a final order of the Public Utilities Commission fixing 
rates chargeable by a utility for its products or services is to determine 
whether, under all the facts and circumstances developed in the hearings 
before the Commission, such order is unlawful or unreasonable, p. 43. 


Expenses, § 109 — Taxes. 


2. The general rule is that validly imposed taxes of all kinds paid by a 
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utility may properly be considered as an operating expense of such utility 
for rate-making purposes, p. 43. 


Expenses, § 114 — Excess profits tax. ; 


3. Excess profits taxes paid by a utility to the Federal government may be 
considered by the Commission as an operating expense of the utility, par- 
ticularly where no objection is registered thereto at the hearings before 
the Commission, p. 43. 


Expenses, § 89 — Rate-case expenses — Appeal from rate order. 
4. Where a utility appeals to the Public Utilities Commission complaining 
that the rates established by a city ordinance are unfair and unjust, and 
the utility is successful in its appeal, reasonable expenses incurred by the 
utility in the preparation and presentation of its side of the controversy 
may be considered by the Commission as an operating expense, p. 44. 


Appeal and review, § 42 — Conclusiveness of Commission findings — Rate-case 
expenses. 
5. Where a part of rate-case expense must be estimated by the Commission, 
it may exercise sound judgment based on past experience in so doing, and 
if the computation made does not transcend reasonable bounds, a reviewing 
court will not ordinarily disturb the amount arrived at, especially where 
the impact of such allowance on the rates fixed is trivial, p. 44. 


Depreciation, § 31 — Annual allowance — Average rate — Life of property. 
6. In determining the annual allowance for depreciation on the property 
of a utility used in its business, the Commission may properly establish an 
average rate computed over the entire estimated service life of such prop- 
erty, where there is sufficient evidence upon which such calculation can 
be made, p. 45. 


Revenues, § 1 — Findings — Bill analysis — Customer classification. 
7. A bill analysis or customer classification is not essential to a finding as 
to the utility’s revenues, where the Commission has before it other evidence 
pertaining to the subject upon which an intelligent and accurate conclusion 
can be reached, p. 45. 


Return, § 87 — Electric company. 
8. A utility is entitled to a fair return on the value of its property devoted 
to the business of supplying its products or services to the consumers or 
users thereof, and the allowance of a return by the Commission to an 
electric company of approximately 6 per cent will not be disturbed by this 
court as unreasonable, p. 46. 
Headnotes by the Court. 


¥ 


The present controversy comes to 
this court upon an appeal by the city 
of Cincinnati, hereinafter called the 
city, from a final order of the Public 
Utilities _ Commission, hereinafter 
called the Commission, dated Septem- 
ber 2, 1948, 75 PUR NS 97, wherein 
the rates for electric current, furnished 
within the territorial limits of the city, 
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prescribed in two ordinances passed by 
the council of the city, the first in 1944 
and the second in 1946, were set aside 
and other and higher rates were sub- 
stituted therefor. The utility affected 
is The Cincinnati Gas & Electric Com- 
pany, hereinafter referred to as the 
company. 

On October 29, 1944, the first ordi- 
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nance mentioned, covering a period of 
two years, became effective. Prior to 
that time, there were in existence with- 
in the city certain rates for electric 
current, established by an ordinance 
passed in 1941 and accepted by the 
company. 

The second ordinance mentioned, 
also covering a 2-year period, became 
effective October 29, 1946. 

These two ordinances of 1944 and 
1946, respectively, were the same as to 
rates and such ordinance rates were 
lower than those in effect under the 
1941 ordinance, which expired Oc- 
tober 29, 1944. 

Being dissatisfied with the rates es- 
tablished by the 1944 and 1946 ordi- 
nances, the company filed separate 
complaints thereto with the Commis- 
sion, and, in conformity with statutory 
provisions and requirements, con- 


tinued to charge the rates in force be- 
fore the effective dates of such ordi- 


nances. 

Hearings before the Commission 
began in December, 1947, and con- 
tinued intermittently over a period of 
six months. Much evidence and many 
exhibits were introduced. 

Up until September 2, 1948, the 
date of the Commission’s final order 
herein, supra, the company was col- 
lecting rates for electric current as pre- 
scribed by the 1941 ordinance, the dif- 
ference between those rates and the 
lower 1944 and 1946 ordinance rates 
being impounded. 

Probably because of the practical 
difficulties involved in adopting a dif- 
ferent course, the Commission or- 
dered with the assent of the company, 
that “the rates and charges actually 
collected” by the company, being those 
prescribed by the 1941 ordinance, 


should prevail to the date of the Com- 
mission’s final order, the result being 
that the company would gain the ben- 
efit of the higher rates established un- 
der the final order of the Commission 
for a space of only two months. 

One factor which greatly simplified 
the proceedings before the Commis- 
sion was the formal stipulation entered 
into by the city and the company that 
the valuation of the physical properties 
of the company for rate-base purposes 
should be predicated upon the unde- 
preciated book cost of such properties 
to the company rather than upon the 
reproduction cost new less deprecia- 
tion. 


APPEARANCES: Henry M. Bruestle, 
City Solicitor, and Robert J. White, 
Cincinnati, for appellant; Herbert S. 
Duffy, Attorney General, and Ken- 
neth B. Johnston, Columbus, for ap- 
pellee Public Utilities Commission; 
Peck, Shaffer & Williams and Andrew 
J. Conroy, Jr., Cincinnati, for appel- 
lee Cincinnati Gas & Electric Co. 


ZIMMERMAN, J.: 

[1] Under § 544, General Code, the 
sole function of this court is to deter- 
mine whether, under all the facts and 
circumstances developed in the hear- 
ings before the Commission, the final 
order entered by the Commission is 
unlawful or unreasonable. 

Although we have considered the 65 
separate assignments of error listed by 
the city in its main brief, we shall con- 
fine our discussion to those matters 
which are of real significance and to 
which the city attaches prime im- 
portance. 

[2,3] First, the city contends that 
the Commission wrongfully allowed as 
a legitimate operating expense “excess 
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profits taxes” paid by the company to 
the Federal government. Such allow- 
ance was not contested by the city be- 
fore the Commission ; on the contrary 
in one of the exhibits introduced by 
the city, such taxes were conceded, in- 
ferentially at least, to be a proper item 
for inclusion among operating ex- 
penses. Because of its attitude with 
respect to this item before the Com- 
mission, the city is hardly in a position 
now to register any persuasive ob- 
jection. 

Moreover, the general rule is that 
validly imposed taxes of all kinds may 
be properly included in the operating 
expenses of a public utility for rate- 
making purposes. 43 American Ju- 
risprudence, 667, § 143. 

It was the duty of the Commission 
in the instant case to accord the com- 
pany a fair and reasonable return 
based on the undepreciated book cost 
of its properties. In arriving at such 
figure all legitimate taxes paid by the 
company out of its revenues were en- 
titled to consideration in a determina- 
tion of the percentage of return it 
should receive on its stipulated invest- 
ment. 


[4, 5] The city complains next there 
was insufficient evidence to establish 
rate-case expense and that the Com- 
mission was too generous in the allow- 
ance made therefor. 


In Ohio as in many other jurisdic- 
tions it is recognized that where a util- 
ity appeals to the Public Utilities Com- 
mission of a state, complaining that 
the rates established by a city ordi- 
nance are unfair and unjust, and the 
utility is successful in its appeal, prop- 
er expenses incurred by the utility in 
the preparation and presentation of its 
side of the controversy may be in- 
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cluded by the Commission among op. 
erating expenses in computing a fair 
return to the company. East Ohio 
Gas Co. v. Public Utilities Commis- 
sion (1938) 133 Ohio St 212, 239, 22 
PUR NS 489, 12 NE2d 765, 778. 
Cincinnati v. Public Utilities Commis- 
sion (1949) 151 Ohio St 353, 375, 80 
PUR NS 217, 86 NE2d 10, 22; 43 
American Jurisprudence, 672, § 152. 

Upon a consideration of the argu- 
ments of counsel with respect to this 
issue as contained in their briefs and 
as presented upon oral argument, to- 
gether with an examination of the rec- 
ord, we are satisfied that the Commis- 
sion’s determination as to the sum al- 
lowable for rate-case expense cannot 
be denoted as unreasonable. 

The question of rate-case expense 
has been before the Commission on 
many occasions and in a variety of cir- 
cumstances through the years and the 
experience so gained could properly be 
utilized by the Commission in gauging 
this matter. The computation as 
made is not out of line with amounts 
fixed and approved in other compara- 
ble cases. 


In a situation where a part of rate- 
case expense must be estimated and 
the computation as made does not 
transcend reasonable bounds, one way 
or the other, a reviewing court will 
not ordinarily disturb the amount ac- 
tually arrived at. Wabash Valley Elec- 
tric Co. v. Young, 287 US 488, 77 
L ed 447, PUR1933A 433, 53 S Ct 
234. 

Assuming that the Commission did 
err'on the side of liberality in its al- 
lowance for rate-case expense, the al- 
lowance actually made amounts to 
about only one-tenth of one per cent 
and its impact on the rates finally fixed 
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is so trivial that there would be little 
iustification for returning the case to 
the Commission for a reconsideration 
and redetermination of this element. 

[6] Another contention of the city 
is that the annual allowance for depre- 
ciation as determined by the Commis- 
sion was too great and was based upon 
insufficient evidence. 

Generally speaking, depreciation for 
which allowance should be made in fix- 
ing the rate base for a public utility is 
the loss, not restored by current main- 
tenance, which is due to all the factors 
causing the ultimate retirement of the 
property, and embraces wear and tear, 
decay, inadequacy, and obsolescence. 
Lindheimer v. Illinois Bell Teleph. 
Co. (1934) 292 US 151, 78 L ed 
1182, 3 PUR NS 337, 54 S Ct 658. 

An approved method for determin- 
ing the annual allowance for deprecia- 
tion is to establish an average rate 
computed over the entire estimated 
service life of the property concerned ; 
and this was the course followed by 
the Commission. 

An examination of the record dis- 
closes that considerable evidence of a 
conflicting nature was submitted to 
the Commission on this subject. Based 
upon certain test periods covering a 
given number of years, the witnesses 
for the city maintained that such al- 
lowance should be a flat sum of $1,- 
000,000 per year, equaling about one 
per cent as applied to the undepre- 
ciated book cost of the company’s 
properties. 


The company claimed a higher per- 
centage and presented as its chief wit- 
ness one of its officers whose testimony 
was based largely upon an extensive 
survey and report prepared by a rep- 
utable engineering firm and with 


which survey the witness was thor- 
oughly familiar. 

When the city raised the objection 
that this evidence was hearsay, an of- 
fer was made to produce for cross- 
examination the compiler of the re- 
port, but the city did not avail itself 
of the opportunity. 

The tables of calculations made by 
the firm of engineers referred to were 
introduced in evidence as an exhibit. 

In a contest before the Commission 
pertaining to rates which may be 
charged by a utility for its products or 
services, the duty devolves upon the 
Commission to consider all the evi- 
dence and to select and apply that 
which in its opinion is best calculated 
to contribute to a fair and just out- 
come. 

It has long been the rule that this 
court will not substitute its judgment 
for that of the Commission, where the 
findings of the Commission are sup- 
ported by substantial evidence. 

In our opinion, there was evidence 
of a reliable and substantial character 
to sustain the findings of the Commis- 
sion as to the annual allowance for de- 
preciation and we discover no good 
cause for reversing its order in this re- 
spect. 

One of the errors argued less stren- 
uously by the city is that the Commis- 
sion went astray on the amount of the 
company’s property allocated to the 
city. Suffice it to remark that the 
Commission was confronted with two 
methods for determining such alloca- 
tion and we cannot declare, upon the 
record, that the one chosen was im- 
proper or unwarranted. 

[7] Relying upon language found in 
the opinion in the case of Cincinnati v. 
Public Utilities Commission, supra, 
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the city insists that the Commission’s 
findings as to the company’s revenues 
were erroneous because of the absence 
of a bill analysis or customer classi- 
fication. 

In our view of the matter, such in- 
formation would have been proper as 
an aid in estimating future revenues, 
but it was not essential to an effective 
determination of the question. The 
Commission had before it a break- 
down of the various classifications 
showing anticipated revenues; it also 
had before it tables showing the rates 
proposed. Other evidence was like- 
wise before the Commission, relating 
to the subject and from which an in- 
telligent analysis and appraisal could 
be made. That the Commission 
weighed the material available to it 
and came to an independent conclusion 
is indicated by the fact that the final 
rates fixed by it were less than those 
proposed by the company. 

It stands to reason that rates for 
electric current which would be ade- 
quate in the early 1940’s would not be 
so at a later time in the same decade. 
As a matter of common knowledge, 
wages and salaries generally increased 
very materially during these years as 
did the costs of materials, supplies, and 
commodities of all kinds. And al- 
though the use of electric current be- 
came greater through these years, so 
did the cost of producing and dis- 
tributing that current. 

All these factors were correctly 
taken into account by the Commission, 
upon the evidence adduced, in estab- 
lishing a fair and just rate for the 4- 
year period involved. 

[8] Finally, the city urges that the 
rate of return as fixed by the Com- 
mission is excessive. 


It is axiomatic that a public utility 
is entitled to a fair return on the value 
of its property devoted to the business 
of supplying its products or services 
to the consumers or users thereof. 


Based upon the proposition that 
public utilities should be entitled to a 
rate of return approximating the legal 
rate of interest, or the investment and 
interest rates generally prevailing in 
the locality, a rate of 6 per cent has 
often been approved. 

In the present case the Commission 
established a rate of return a trifle be- 
low 6 per cent. We cannot say that 
such rate is unreasonable. See Ports- 
mouth v. Public Utilities Commission, 
108 Ohio St 272, 276, PUR1923E 
834, 140 NE 604, 605. 


This court is frank to confess that 
it has not performed the arduous task 
of reading and examining the entire 
record, which consists of many pages 
of testimony and hundreds of exhibits. 
However, we have examined those 
parts pertaining directly to the com- 
plaints registered by the city and from 
such examination it is our studied 
opinion that the Commission per- 
formed its work in a competent and 
painstaking manner and reached a sub- 
stantially correct result, giving due 
heed to the rights and interests of all 
those affected. 

We cannot conscientiously hold that 
the final order of the Commission is 
unlawful or unreasonable and it there- 
fore follows that such order is af- 
firmed. 

Order affirmed. 


Weygandt, CJ., and Matthias, 
Hart, Turner, and Taft, JJ., concur. 


Stewart, J., not participating. 





83 PUR NS 





Rates, § 


Valuat: 


Retur: 


Valua 


Retur 


VERMONT SUPREME COURT. WASHINGTON 


Re Central Vermont Public Service 
Corporation 


No. 2457 
— Vt —, 71 A2d 576 
February 7, 1950 


PPEAL from order denying in part application for authority 
l \ to increase electric rates; order affirmed. For Commission 


decision see (1949) 82 PUR NS 601. 


Rates, § 120 — Formula not required. 
1. The Commission has broad discretion in fixing rates and is not bound to 
the service of any single formula or combination of formulas, p. 49. 


Rates, § 648 — Evidence — Test period. 
2. The Commission, in fixing rates for an electric company, properly used 
a test period based on the company’s most recent actual experience adjusted 
for all known changes affecting operating costs and revenues in the immediate 
future, p. 49. 


Valuation, § 224 — Rate base determination — Construction work in progress. 

3. Plant under construction should be excluded from an electric company’s 
rate base where interest charged during construction has been capitalized 
and included in the ultimate plant account, the rate base contains allowances 
for capitalization of materials used in construction, and no adjustment has 
been made for the revenues which will be produced when the plant under 
construction goes into service and for existing plant which is to be replaced by 
the new construction, p. 51. 


Return, § 26 — Cost of capital — Capitalized interest during construction. 
4. Interest during construction which has been capitalized should not be 
deducted from total interest payments made by an electric company during a 
test year in figuring the cost of capital, since such interest is in the nature 
of interest received by the company rather than interest paid by it, p. 51. 


Valuation, § 225 — Rate base determination — Future additions to plant. 
5. Future additions to electric plant to be begun, completed, and put in 
service after the end of the test year used for fixing an electric company’s 
rate base should be excluded from the rate base, since the inclusion of non- 
existent plant as p of a rate base predicated upon most recent past ex- 
perience would destroy the validity of the test by making the company’s 
earning power appear lower than it actually was, p. 54. 


Return, § 24 — Reasonableness — Investor and consumer interests. 
6. The fixing of just and reasonable rates involves the balancing of the in- 


vestor and consumer interests, p. 54. 
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Return, § 19 — Guaranty of net revenues. 
7. Public utility regulation does not insure that the business shall produce 


net revenues, p. 54. 


Appeal and review, § 48 — Commission order — Reasonable return. 
8. The court is reluctant to interfere with the Commission’s judgment in 
determining a proper rate of return for an electric company where it js 
manifest that the Commission made a thoughtful and comprehensive effort 


to arrive at a proper result, p. 54. 
¥ 


APPEARANCES: Lawrence & O’Bri- 
en, Rutland, for petitioner ; Clifton G. 
Parker, Attorney General, for the 
state; Robert T. Stafford, State’s At- 
torney, Rutland county, Rutland, John 
A. Calhoun, State’s Attorney, Addi- 
son county, Middlebury, Louis G. 
Whitcomb, Springfield, and Paul R. 
Teetor, Middlebury, Special Counsel 
for the state. 

Before Sherburne, CJ., and Jef- 
fords, Cleary, Adams, and Blackmer, 
JJ. 

BLACKMER, J.: The Central Ver- 
mont Public Service Corporation, pe- 
titioner, is a public utility corporation 
organized under the laws of this state, 
and engaged in the generation, trans- 
mission, and distribution of electricity 
throughout a substantial area of Ver- 
mont, and to a limited extent in the 
states of New Hampshire and New 
York. On April 11, 1949, it brought 
its petition to the Vermont Public 
Service Commission requesting au- 
thority to revise its rate schedules by 
way of increase. Formal complaints 
of more than five persons adversely af- 
fected by the proposed rates having 
been received, it became mandatory 
for the Commission to investigate the 
justness and reasonableness of the 
rates proposed. 

Public hearings were held, at which 
and thereafter the state of ‘Vermont 
was represented by special counsel. 
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Requests for findings were filed by the 
petitioner and the state; findings of 
fact denominated a “Report” were 
filed by the Commission ; exceptions to 
the findings and failures to find as re- 
quested were taken by the petitioner; 
a judgment order and supplemental 
order were entered granting a part, 
but not all, of the increased desired; 
exceptions to the judgment were duly 
taken by the petitioner, a bill of ex- 
ceptions filed, and the cause passed to 
this court. 

The original cost of the petitioner’s 
utility plant in service was established 
by an order of the Federal Power 
Commission dated Jan. 5, 1943, 
Docket No. IT-5807, 3 FPC 892. This 
cost was accepted in its considerations 
by the Vermont Commission, and such 
acceptance is not questioned by the 
petitioner. 


In computing an appropriate rate 
base, the Commission employed a test 
year covering the twelve months’ pe- 
riod from May 1, 1948 to April 30, 
1949. This interval covered the op- 
erating experience of the petitioner to 
the latest date for which data was then 


available. The rate base computed 
was the average net investment in util- 
ity plant for the test period selected. 
The Commission next made certain 
adjustments as to revenues and ex- 
penses to account for (1) a previous 
rate increase which became effective 
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during the period, (2) a wage increase 
made during the same period, and (3) 
certain other adjustments to reflect 
changes which the Commission knew 
with reasonable certainty would be ac- 
complished in the immediate future, 
including a reduction made in 1948 in 
the cost of electric current purchased 
from another electric utility. 


The petitioner made calculations for 
the twelve months ending April 30, 
1950, and insists that these calcula- 
tions should control rather than the 
test year adopted by the Commission. 
This is the first matter for considera- 
tion. 

[1,2] An administrative agency 
performing the delegated legislative 
function of rate making has a broad 
discretion. Mr. Justice Cardozo, 
speaking for the United States Su- 
preme Court, said of it: “Regulatory 
Commissions have been invested with 
broad powers within the sphere of 
duty assigned to them by law. Even 
in quasi-judicial proceedings their in- 
formed and expert judgment exacts 
and receives a proper deference from 
courts when it has been reached with 
due submission to constitutional re- 
straints. Indeed, much that 
they do within the realm of adminis- 
trative discretion is exempt from su- 
pervision if those restraints have been 
obeyed.” Ohio Bell Teleph. Co. v. Ohio 
Pub. Utilities Commission (1937) 
301 US 292, 304, 81 L ed 1093, 1101, 
18 PUR NS 305, 313, 57 S Ct 724, 
730. Such Commissions are not 
bound to the service of any single 
formula or combination of formulas. 
Federal Power Commission v. Nat- 
ural Gas Pipeline Co. (1942) 315 US 
575, 586, 86 L ed 1037, 1049, 1050, 42 
PUR NS 129, 138, 62 S Ct 736, 743. 


[4] 


In that case Mr. Chief Justice Stone 
said for the court: “Agencies to 
whom this legislative power has been 
delegated are free, within the ambit 
of their statutory authority, to make 
the pragmatic adjustments which may 
be called for by particular circum- 
stances. Once a fair hearing has been 
given, proper findings made and other 
statutory requirements satisfied, the 
courts cannot intervene in the absence 
of a clear showing that the limits of 
due process have been overstepped. 
If the Commission’s order, as applied 
to the facts before it and viewed in its 
entirety, produces no arbitrary result, 
our inquiry is at an end.” 

In selecting as its test year the most 
recent twelve months’ period for which 
data based on experience was avail- 
able, the Commission reported: “It is 
our judgment that the propriety of the 
petitioner’s proposed rate in relation 
to the present time and the immediate 
future can most reasonably be ascer- 
tained from a study of its operations 
during the most recent time for which 
data is available, with proper adjust- 
ments to show what results such oper- 
ations would produce in the light of 
presently known factors relating to 
operating cost and revenues.” 82 
PUR NS 601, 605. 

When it made this selection, the 
Commission acted in conformity with 
a view accepted by both courts and 
Commissions ‘in modern cases. Pan- 
handle Eastern Pipe Line Co. v. Fed- 
eral Power Commission (1945) 324 
US 635, 89 L ed 1241, 58 PUR NS 
100, 65 S Ct 821; Detroit v. Panhan- 
dle Eastern Pipe Line Co. (1942) 3 
FPC 273, 45 PUR NS 203; Re Salt 
Lake City Lines (Utah 1949) 78 
PUR NS 1; Public Service Commis- 
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sion v. Mountain Fuel Supply Co. 
(Utah 1947) 73 PUR NS 428; Re 
Cities Service Gas Co. (1943) 3 FPC 
459, 50 PUR NS 65. 


The following comments by Com- 
missions justify quotation “But future 
estimates, no matter how reasonable, 
are not so reliable as the actual expe- 
rience of the pattern year. It follows 
that we should base our determination 
of proper earnings on actual prevail- 
ing conditions, not forecasts.” Public 
Service Commission v. Mountain Fuel 
Supply Co. supra, 73 PUR NS at p. 
433. “It seems clear to us that the 
immediate future can best be forecast 
on the basis of experience in the im- 
mediate past, particularly where the 
uncertainties in the economic situation 
are so numerous as at present.” Pub- 


lic Utility Commission v. Equitable 
Gas Co., (Pa 1945) 61 PUR NS 113, 


118. “Economic trends and cycles 
are too uncertain to permit an intelli- 
gent forecast on the basis of the evi- 
dence presented. The Com- 
mission, therefore finds that for the 
purpose of this hearing the actual oper- 
ating revenues of the company for the 
test period be used (with certain ad- 
justments).” Re Salt Lake City 
Lines, supra, 78 PUR NS at p. 9. 


It follows that the adoption of its 
test year method by the Commission 
was proper. There is no question, on 
the other hand, but that there is au- 
thority supporting in general the view 
taken by the petitioner. It is not to be 
assumed by those interested, nor by 
the legal profession, that the sanction 
of the method employed in this case 
commits the Vermont Public Service 
Commission to the same method in all 
future cases. Indeed, a rigid applica- 
tion thereof in all cases without con- 
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sidering “the pragmatic adjustments 
which may be called for by the partic. 
ular circumstances” above referred to 
might, and probably would, eventually 
result in error. 

What has been said disposes of 
much of the petitioner’s briefing of 
this point, because where an adminis- 
trative agency has authority to choose 
the criteria determinative of an issue 
of fact, it may reject evidence which 
has no materiality in view of the cri- 
teria adopted. Panhandle Eastern 
Pipe Line Co. v. Federal Power Com- 
mission (1944) 54 PUR NS 26, 143 
F2d 488. Some matters urged by pe- 
titioner remain for special mention. 

The petitioner quotes from Re New 
England Teleph. & Teleg. Co. (1949) 
115 Vt 494, 499, 79 PUR NS 508, 66 
A2d 135, 139: “Moreover, it is clear 
that a year-end figure for 1947 could 
not properly be considered as a rate 
base for average net investment in 
1948, or thereafter,” and translates it 
to mean “It is obviously wrong to ig- 
nore computations for the year ahead 
and supersede them by a computation 
for a year which has passed.” An 
examination of the quoted statement 
in its context shows that the petition- 
er’s interpretation is unwarranted. In 
that part of the opinion in which this 
sentence appears we had shown the 
necessity in a rate case for the deter- 
mination of a proper rate base. We 
had also shown that the Commission 
had made no findings on this essential 
matter. We concluded this discussion 
with the above-quoted sentence, an 
obiter statement. We were not there- 
in stating any specific rule to be fol- 
lowed in determining a rate base, nor 
were we, as claimed by the petitioner, 
indicating that figures for the year 
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ahead should prevail over those for the 
last preceding year. At the most, as 
a general statement, we meant that a 
year end figure, standing alone and 
without adjustments, cannot properly 
be used as a rate base, the amount of 
which is predicated on average net in- 
vestment for the succeeding year, for 
acompany whose rate base is constant- 
ly changing. The quoted statement is 
inno way inconsistent with the course 
adopted by the Commission, viz.: The 
use of a test period based on the peti- 
tioner’s most recent actual experience, 
adjusted for all known changes affect- 
ing operating costs and revenues in the 
immediate future. 


There was introduced in evidence 
petitioner’s exhibit 11-A, which set 
forth the estimated investment in util- 
ity plant and working capital, and a 
computation by petitioner of the cost 


of its capital and what it considered a 
necessary rate of return, all for the 
year ending April 30, 1950, and which 
it claims is correct. In the first place, 
these figures do not coincide with the 
theory on which the Commission pro- 
ceeded, namely, a test period ending 
April 30, 1949, and are to that extent 
irrelevant. In the second place, much 
of the material is supported by opin- 
ion evidence, as, looking to the future, 
it must necessarily be. Of it the Com- 
mission said “. we cannot accept 
in full the financial requirements as de- 
fined by the petitioner.” (Supra, 82 
PUR NS at p. 613. We find no fault 
in the Commission’s statement. The 
petitioner states that “‘it is obvious that 
they (the figures for the year ahead) 
should not be cast aside as of no 
weight whatsoever, as the Commission 
has done.” We do not agree that the 
Commission did so, and point out that 


it merely failed to accept the petition- 
er’s claims “in full.” In fact, the rec- 
ord satisfies us that the Commission 
gave full and fair attention to all mat- 
ters presented by the petitioner. More- 
over, in its presentation of this part of 
the case, and elsewhere, the petitioner 
declines to recognize any approach to 
the problem of rate fixing, save its 
own, as sound. That view the Com- 
mission did not share, nor do we, for 
the reasons set forth above. 

The state briefed a proposition to 
the effect that “The evidence in this 
case itself supports the Commission’s 
preference for experience over specula- 
tion.” The word “speculation” is not 
a particularly apt choice, since the 
worst that can be said of petitioner’s 
evidence looking into the future is that 
it is opinion based on experience and 
business judgment. Be that as it may, 
this part of the state’s brief and argu- 
ment does not impress us, and we do 
not base our decision thereon. The 
petitioner has gone to some length in 
its reply brief to rebut these conten- 
tions. Since the claim of the state 
does not affect the result, it is needless 
to linger over the reply thereto. 

[3,4] In arriving at the average 
net investment in utility plant for the 
test period, selected, the Commission 
excluded electric plant under construc- 
tion. The petitioner insists that this 
item should be included, and this dif- 
ference of opinion gives rise to the sec- 
ond question for decision. 

These facts are found. The plant 
under construction, in all probability, 
will be in service during the period in 
which the rate established shall be in 
effect. The petitioner charged interest 
during the construction in the amount 
of $8,996.04 during the test year. 
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This interest is capitalized and in- 
cluded in the ultimate plant account. 
Therefore a double return would re- 
sult if plant under construction were 
included in the rate base. Allowance 
of interest charged to construction 
fully and adequately compensates the 
petitioner for the use of capital in- 
vested in unfinished construction. 
The rate base contains allowances for 
capitalization of materials used in con- 
struction and inventories on hand 
before they were used in construc- 
tion. In the employment of this test- 
year basis no adjustment is made for 
the revenues which will be produced 
when the plant under construction 
goes into service. The plant under 


construction will have substantial rev- 
enue-producing ability; nearly 50 per 
cent of such construction at the end of 
the test period (Apr. 30, 1949) re- 


lates to rural line extensions. It in- 
cludes construction designed to replace 
existing plant not yet retired. Inclu- 
sion of plant under construction before 
the plant to be replaced is retired 
would obviously result in a double 
return. 

In its brief the petitioner quite 
frankly admits that it charges interest 
on plant under construction and cap- 
italizes such interest when the new 
construction is added to its plant ac- 
count. The Commission has so found 
and that a double return would result 
from its inclusion. This is conclusive 
that plant under construction was cor- 
rectly excluded from the rate base on 
the authority of Re New England 
Teleph. & Teleg. Co. supra. There it 
was said, 115 Vt at pp. 504, 505, 79 
PUR NS at p. 518: “But such prop- 
erty (under construction) should not 
be so included (in the rate base) if 
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the inclusion would result in a doubj 
return to the company because interest 
upon the unfinished construction ha: 
been capitalized by the company.” 

The petitioner seeks to avoid the 
effect of the Commission’s finding and 
ruling by arguing that its computation 
of cost of capital for the year ending 
April 30, 1950, deducted the item of 
interest charged to construction obvi- 
ating the possibility of its receiving a 
double return. The argument has no 
force because it is addressed to a meth- 
od of procedure not adopted by the 
Commission. It is further claimed, 
to the same end, that the petitioner de- 
ducted interest charged to construc- 
tion “in its accounts and reports to 
the Commission,” reference being 
made to its Exhibit No. 4. This ex- 
hibit shows, under “Income Deduc- 
tions” an item “Interest charged to 
construction-credit” in the sum of 
$7,790. This is entirely consistent 
with petitioner’s policy of charging 
and capitalizing interest on plant un- 
der construction. The entry to which 
our attention is directed is not a de- 
duction from any capital account. It 
is an income item only, which reduces 
the amount of interest charged against 
income by the petitioner, thereby en- 
larging the amount of income avail- 
able to the stockholders. Instead of 
contradicting the position of the Com- 
mission, it supports it. 

In the employment of its test-year 
basis, the Commission made no ad- 
justment for the revenues which 
would be produced from the plant un- 
der construction when completed. 
Once it had been decided to eliminate 
plant under construction from the rate 
base, the exclusion of revenues to be 
received therefrom automatically fol- 
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wed. Only so could it be determined 
whether the petitioner’s earnings were 
alequate to provide a fair return on 
the property producing those earnings. 
Both property under construction and 
the estimated revenues therefrom 
must be included in the rate base, or 
neither. Re Kings County Lighting 
Co. (NY 1947) 70 PUR NS 374. 
Here the Commission included nei- 
ther, which was proper. Re Interstate 
Nat. Gas Co. (1943) 3 FPC 416, 48 
PUR NS 267. 

The Commission stated that: “The 
inclusion of property under construc- 
tion before the plant which it is de- 
signed to replace has actually been 
retired would obviously result in a 
double return.” (Supra, 82 PUR NS 
at p. 606.) This is criticized on the 
ground that when replaced plant is re- 
tired, the petitioner’s plant and depre- 
ciation reserves are reduced in like 
amount so that the amount of net plant 
is not changed by the retirement pro- 
cedure. On the Commission’s test 
year method, the answer is: While 
replacements are under construction 
the petitioner is compensated for the 
use of its capital by interest charged to 
construction. At the same time it is 
being compensated by a return on the 
property to be replaced. If, in addi- 
tion, the property under construction 
were added to the rate base, thereby 
permitting it to produce yet another 
return over and above the two com- 
pensations already noted, the same 
property would produce two returns, 
or a double return, as the Commission 
aptly stated. 


Another reason given by the Com- 
mission for the exclusion from the rate 
base of plant under construction was 
that “in the computation of the rate 


base, allowance is afforded the peti- 
tioner for capitalization of materials 
used in construction and inventories 
on hand before they were used in the 
process of construction.”  (Ibid.) 
The objection thereto confuses the 
construction inventories mentioned 
with those materials and supplies 
which form a part of the working cap- 
ital of the petitioner. See Public 
Service Commission v. St. Louis 
County Gas Co. (Mo 1943) 49 PUR 
NS 65. The Commission’s position 
is supported by Ohio Bell Teleph. Co. 
v. Public Utilities Commission 
(1936) 131 Ohio St 539, 15 PUR NS 
443, 3 NE2d 475, 493. No authority 
to the contrary is pointed out. The 
Commission’s position is approved. 

Petitioner comments in passing, so 
to speak, that in figuring the cost of 
capital, the Commission did not deduct 
interest during construction from to- 
tal interest payments made by petition- 
er during the test year. It should not 
have been deducted, for such interest, 
later capitalized, is in the nature of 
interest received by the petitioner, not 
interest paid by it. Had interest dur- 
ing construction been deducted from 
total interest paid it would have been 
a detriment to the petitioner. The 
greater the interest paid, the greater 
the cost of capital. 

It is said by the petitioner that there 
is no evidence to show the amount of 
interest charged to construction par- 
ticularly applicable to investment in 
electric plant under construction either 
at December 31, 1948, or at April 30, 
1949, and no evidence to show at what 
rate such interest was charged and 
capitalized. The petitioner reasons 
therefrom that there is no basis for the 
Commission’s conclusion that “Allow- 
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ance of interest charged to construc- 
tion fully and adequately compensates 
the petitioner for the use of capital in- 
vested in unfinished construction.” 
(Ibid.) But this does not follow. 
The evidence discloses $7,790 interest 
charged to construction in the calendar 
year 1948 and $8,996 in the year end- 
ing April 30, 1949. This is, on its 
face, reasonable, and no effort was 
made by the petitioner to demonstrate 
that the rate it charged itself was too 
low. We agree with the state that the 
Commission was justified in drawing 
the inference that petitioner’s manage- 
ment would not undercharge itself in 
this particular. 

“The issue here presented (i. e., in- 
clusion or exclusion of property under 
construction) is essentially one of fact 
for the Commission’s determination.” 
Re New England Teleph. & Teleg. 
Co. (1949) 115 Vt 494, 505, 79 PUR 
NS 508, 518, 66 A2d 135, 142. The 
Commission has found for exclusion, 
and no error appears. 

[5] Third is petitioner’s contention 
that extensions and _betterments 
(future additions to plant) to be be- 
gun, completed and put in service dur- 
ing the year ending April 30, 1950, 
should be included in the rate base. 
If the Commission had adopted a test- 
year period coinciding with that noted, 
and if the estimated revenues to be 
produced from such future additions 
had also been included as the balancing 
factor, there would be merit to the 
contention. But with the selection of 
a test year ending April 30, 1949, 
these items were not germane. The 
inclusion of nonexistent plant as part 
of a rate base predicated upon most 
recent past experience would clearly 
destroy the validity of the test by mak- 
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ing the petitioner’s earning power apimri 


pear lower than it actually was. No 


is the exclusion unfair to the petitionii 


er. Additions to plant are primaril 
designed to meet increased demand 
The increased revenues from this fy 


ture business should compensate th@ 
petitioner for such future additions tals 


plant. Re Interstate Nat. Gas Co 


supra. 

Several cases from other Commis 
sions are cited as authority for inclu 
sion of future additions to plant. In 
so far as they are applicable to the 


situation in hand, we decline to en-M) 


dorse them. We say that when such 
future plant goes into service, the pe- 
titioner will receive a fair return 
thereon under the rates established 
by the method which the Commission 
has employed, and through the media 
of increased revenue and decreased 
costs of operation. Re Interstate Nat. 
Gas Co. supra. 


[6-8] The rate of return allowed 
by the Commission was 5.65 per cent 
on a rate base of $16,898,062. This 
result is challenged by many excep- 
tions, which collectively pose the ques- 
tion of whether such rate is just and 
reasonable. This presents the fourth 
matter for disposition. 

The rule governing a proper rate of 
return for a public utility has been 
announced recently by this court. The 
fixing of just and reasonable rates in- 
volves a balancing of the investor and 
consumer interests. From the stand- 
point of the investor it is required that 
there be enough revenue for capital 
costs of the business, including serv- 
ice on the debt and dividends on the 
stock. The return to the equity own- 
er should be commensurate with re- 
turns on investments in other enter- 





its obje 
return ° 
of the 
public 

613.) 
the pe 
these v 
quoted 
in full 
defined 
These 
from t 
of the 
to ma 
the pe' 
tion t 
mone} 
A pre 
is in 
cent r 
tionet 
ital, < 
comp 
the f 
as m: 


RE CENTRAL VERMONT PUBLIC SERVICE CORP. 


rises having corresponding risks. 
fhe return should be sufficient to as- 
wre confidence in the financial integ- 
ity of the enterprise, so as to main- 
hin its credit and to attract capital. 
From the investor point of view a rea- 
@onable return should also provide for 
komething to be passed to the surplus 
ccount. However, a fair return to 
investors is not necessarily fair to con- 
sumers. Regulation does not insure 
that the business shall produce net 
revenues. Re New England Teleph. & 
Teleg. Co. supra, 115 Vt at pp. 512, 
313, 79 PUR NS at p. 525. 

The Commission has found that the 
return designated is just and reason- 
ale. It states that it has sought to 
achieve an equitable balance of con- 
sumer and investor interests. It was 
its objective “to provide that rate of 
return which is adjusted to the needs 


of the utility consistent with the 


public interest.” (82 PUR NS at p. 
613.) It has specifically found that 
the petitioner desires too much in 
these words: “This standard (above 
quoted) dictates that we cannot accept 
in full the financial requirements as 
defined by the petitioner.” (ibid.) 
These following facts further appear 
from the report. A revenue in excess 
of the actual cost of capital is required 
to maintain the financial integrity of 
the petitioner, and to place it in a posi- 
tion to successfully compete in the 
money markets for additional capital. 
A properly balanced capital structure 
is in the public interest. A 5.65 per 
cent rate of return will afford the peti- 
tioner ample ability to attract new cap- 
ital, and will enable it to successfully 
compete for such new capital either in 
the form of debt or equity securities 
as may be most expedient. The peti- 


tioner has maintained a relatively low 
earnings price ratio on its common 
stock. The financial structure of the 
petitioner has been considered. The 
relationship of its long-term debt to 
its total capitalization compares favor- 
ably with Class A and Class B operat- 
ing electric utilities. Financial and 
general economic conditions of the 
present and the immediately predicta- 
ble future have been considered, and 
an effort made to indulge in proper 
forecasts of probable future values. 
Petitioner’s labor costs are stabilized. 
Cost of materials has been relatively 
stable or descending. Heavy postwar 
II plant expansion has occurred in the 
construction of new distribtution fa- 
cilities. Such new plant has not 
reached its maximum of revenue pro- 
ducing ability; the petitioner’s presi- 
dent anticipates it will continue to 
grow very rapidly. Its growth de- 
pends in some measure on the reason- 
ableness and adequacy of the rates per- 
mitted to prevail. The return speci- 
fied is commensurate with returns on 
investments in other enterprises hav- 
ing corresponding risks, consistent 
with the petitioner’s financial integ- 
rity, and affording it the ability to 
maintain its credit and attract new 
capital. 

It is manifest that the Commission 
made a thoughtful and comprehensive 
effort to arrive at a proper result. We 
should be, and are, reluctant to inter- 
fere with its expert and informed 
judgment. Ohio Bell Teleph. Co. v. 
Ohio Pub. Utilities Commission 
(1937) 301 US 292, 81 L ed 1093, 
1101, 18 PUR NS 305, 313, 57 S Ct 
724. 

The principal criticism made by the 
petitioner is that the rate allowed is not 
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sufficient to support and attract com- 
mon stock capital. It lays great stress 
on a claim that it must be able to main- 
tain the present 68 cents per year divi- 
dend on its common stock from 70 per 
cent of its net earnings after taxes, 
retaining 30 per cent for transfer to 
surplus. It says that the ‘rate estab- 
lished by the Commission is inade- 
quate, in that it will require 80 per 
cent of its net earnings to support the 
dividend currently paid. 

Of course this element is an impor- 
tant one in fixing the rate of return. 
However, it is but one of many com- 
ponents for consideration by and con- 
sidered by the Commission, as above 
noted, and it is one in which the in- 
terest of the petitioner is greater than 
that of the public as consumer. 

There is evidence in the record sup- 
porting the finding of the Commission, 
with particular reference to the objec- 
tion now being considered. We sum- 
marize the greater part of it herewith. 
The average pay-out of twenty repre- 
sentative utilities is 78.1 per cent. 
Pay-out varies from 60 per cent to 90 
per cent and more, although it usually 
does not go for any extended period 
over 80 per cent. The petitioner’s 
president testified that the figure of 
70 per cent striven for was a “judg- 
ment figure” on his part. The peti- 
tioner has maintained a relatively low 
earnings price ratio on its common 
stock, and this in spite of the adverse 
market circumstances introduced by 
the impact of a flood disaster upon it. 
After payment of the current dividend 
there will be $102,180, available, for 
surplus. The earnings of the com- 
pany are growing and expected to so 
continue. After interest and divi- 
dends on preferred stock the return on 
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the common will be 8.07 per cent, 
The earnings-price ratio of typical 
electric operating utilities was 7.7 per 
cent in 1948; the average for peti- 
tioner for the period January, 1946, 
to June, 1949, was 7.8 per cent. A 
common stock dividend of 68 cents 
represents a yield of 6.4 per cent on 
petitioner’s combined capital stock and 
surplus, against a yield of 5.9 per cent 
for 20 typical electric operating utili- 
ties. If the petitioner sold common 
stock at $8.65 per share (which it says 
it desires to do) the earnings-offering 
price ratio would be 9.7 per cent on 
the Commission’s rate. In 1948 the 
average earnings-offering price ratio 
for 21 offerings of common stock of 
utilities in quantity was 10 per cent. 

It is uncontrovertible that there is 
much evidence and argument which 
would sanction a different result. It 
is needless to detail it. The Commis- 
sion was under no obligation to accept 
it, and the Commission did not. The 
evidence supports the result reached 
in the particular in which it is chal- 
lenged. Sabre v. Rutland R. Co. 
(1913) 86 Vt 347, 386, 85 Atl 693, 
Ann Cas 1915C, 1269. The pertinent 
exceptions concerning rate of return 
allowed are dismissed. 


In the same connection, the peti- 
tioner makes a mention that in calcu- 
lating the cost of capital for its test 
year the Commission omitted interest 
on $400,000 of temporary borrowings. 
We are not shown how this came 
about, if it did, nor are we directed 
to any evidence tending to show the 
amount of interest claimed to have 
been omitted. The state assures us 
that it has made due search, and can- 
not find any evidence introduced by 
the petitioner of the amount of in- 
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rest on temporary borrowings. In 
this circumstance we are under no 
duty to make an independent search; 
we therefore accept the state’s word 
for it. Error does not appear. 

Fifth, and last, are exceptions taken 
by the petitioner to the following find- 
ings in the report under the heading 
‘Flood Losses.” 

“As a result of the excessive de- 
mands on the capital structure of the 
petitioner and the excessive and bur- 
densome charges to surplus account, 
the capital structure of the petitioner 
was substantially impaired. 

“We regard these facts as proper 
matters for our consideration in deter- 
mining the fair rate of return.” (82 
PUR NS at p. 612.) 

Petitioner’s counsel stated in argu- 
ment that this matter is of relatively 
minor importance, and in that state- 
ment we concur. 


It cannot be seriously questioned 
that the findings in the first quoted 
paragraph are correct. The petition- 
er’s annual report for the year ended 
December 31, 1948 shows charges to 
“Flood Costs and Contingencies” in 
the sum ‘of $1,705,066.66. Against 
this was credited $624,000 estimated 
tax reductions, leaving a balance of 
$1,081,066.66. The common stock 
was reduced by 10 per cent, and the 
amount of $419,707.60 arising there- 
from was transferred to capital sur- 
plus. The $1,081,066.66 was charged 
to earned surplus, creating an earned 
surplus deficit of $236,947.37, which 
in turn was eliminated by a charge to 
capital surplus. The expense of cap- 
ital stock retirement, $4,979.61 and a 
preferred stock dividend of $78,361.- 
92 were also charged to capital sur- 
plus. The petitioner’s own figures 


fully warrant the Commission’s find- 
ing. Nor is the finding vitiated be- 
cause after the flood the petitioner 
sold 326,700 shares of stock at $8.25 . 
per share for a total of $2,695,275 by 
way of recoupment of its capital posi- 
tion. In fact, the flood necessitated 
what the petitioner itself refers to as 
a “quasi-reorganization” of its cor- 
porate capital structure. 

The petitioner says that the facts 
found should not have been consid- 
ered at all, and fears that such con- 
sideration resulted in a reduced return 
concealed behind an equivocal general 
statement. The consideration given is 
shown by the Commission’s statement 
in connection with the ultimate finding 
on rate of return: “the petitioner has 
maintained a relatively low earnings- 
price ratio on its common stock in 
spite of the adverse market circum- 
stances introduced by the impact of the 
flood disaster.” (82 PUR NS at p. 
614.) Surely this use was legitimate, 
and no other use appears. The peti- 
tioner points out no way in which it 
has been improperly affected by the 
consideration which it supposes. The 
result reached, the return fixed, is con- 
sistent with a limitation of use to that 
quoted. The Commission patently 
was aware that it “was required to 
report fully upon all the substantial 
issues raised by the material evidence 
in the case.”” Re New England Teleph. 
& Teleg. Co. supra, 115 Vt at p. 501, 
79 PUR NS at p. 515, and it dis- 
charged that requirement. It stand- 
ing thus, we will not conjecture that 
the Commission concealed anything 
behind anything, particularly in the 
face of the presumption that it did its 
duty. 

In its discussion of the subject mat- 
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ter just finished with, the petitioner 
stresses the magnitude of the loss oc- 
casioned its stockholders by reason of 
flood damage, and we, too, are im- 
pressed with the seriousness of their 
deprivation. Although it does not 
affect the decision in the instant 
case, we take the occasion offered 
by the petitioner’s argument to re- 
mark, as a guidepost for the future, 
that the risk of economic catastrophe 
rests on the owners of a regulated as 
well as an unregulated business, and 
that the public, as consumers, cannot 
reasonably be expected to reimburse 
the stockholders of a regulated enter- 
prise for losses occasioned thereby. 
Such losses do not fall within the most 
satisfactory definition of depreciation 
for which allowance is to be made in 
fixing the rate base for a public utility, 
namely: The loss, not restored by 
current maintenance, which is due to 
all the factors causing the ultimate 
retirement of the property, embracing 
wear and tear, decay, inadequacy, and 
obsolescence. Lindheimer v. Illinois 
Bell Teleph. Co. (1934) 292 US 151, 
78 L ed 1182, 3 PUR NS 337, 54 
S Ct 658; 43 Am Jur, Public Utili- 
ties and Services, § 145, p. 669. 

In this, as in every rate case, there 
is left a reasonable margin of fluctua- 
tion and uncertainty. Dayton Power 
& Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 US 290, 
310, 78 L ed 1267, 1281, 3 PUR NS 
279, 54 S Ct 647. But over a period 
of years fluctuations tend to offset and 


equalize each other. Neither manage 
ment nor regulatory Commission 
possess the foresight to fix a ratd 
structure which will yield with preci 
sion and exactness a given rate of re- 
turn for any future period of time 
Re Southern Bell Teleph. & Teleg 
Co. (Ky 1948) 76 PUR NS 33. A 
rate of return may be reasonable at one 
time and become too high or too low 
by changes affecting opportunities for 
investment, the money market, and 
business conditions generally. Blue. 
field Water Works & Improv. Co. y. 
West Virginia Pub. Service Commis- 
sion, 262 US 679, 67 L ed 1176, 1183, 
PUR1923D 11, 43 S Ct 675. This is 
not an order for all time. If in the 
light of experience the rates turn out 
to be inadequate, the doors of the Com- 
mission are open for increased allow- 
ances. Va Stats 9375-9376, Rev 
1947; Federal Power Commission v. 
Hope Nat. Gas Co. (1944) 320 US 
591, 615, 88 L ed 333, 352, 51 PUR 
NS 193, 64 S Ct 281. Conversely, if 
the rates prove overly generous, a 
remedy is provided by Va Stats 9365- 
9368, Rev 1947. 

Each and every question briefed 
has been deliberated and decided. 
The Commission’s decision is deemed 
sound in law. 

The order of the Public Service 
Commission dated August 5, 1949, 82 
PUR NS 601, and its supplemental 
order dated September 2, 1949, are 
affirmed. To be certified to the Public 
Service Commission. 
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NEW YORK SUPREME COURT, SPECIAL TERM, NEW YORK 
COUNTY, PART III 


Meerow Press, Incorporated et al. 


v 


Consolidated Edison Company of 
New York, Incorporated 


— Misc —, 95 NYS2d 55 
January 9, 1950 


- to require electric company to continue direct current 
.) service; motion to prohibit company from terminating such 
service pending trial denied. 


Service, § 321 — Electricity — Direct or alternating. 
1. The provision in Transportations Corporation Law, § 12, requiring elec- 
tric utilities to supply electricity for lighting buildings does not prescribe any 
particular type or characteristics of electricity which must be supplied and 
cannot be interpreted to require a company to furnish direct current instead 
of alternating current, p. 60. 

Service, § 161 — Compliance with regulations — Type of electric service. 
2. An electric company should not be required by injunction to continue 
direct current service to premises to which such service has been supplied 
under tariffs and regulations providing for termination of such service when 
this would violate a determination by the Commission, and its regulations 
and policies, establishing a uniform distributing system based on alternating 
current, p. 60. 


* 


APPEARANCES: Benedict Ginsberg, 
New York city, for plaintiffs; Whit- 
man, Ransom, Coulson & Goetz, New 
York city (Jacob H. Goetz and Ar- 
thur L. Webber, New York city, of 
counsel), for defendant. 


Hecnt, J.: Plaintiffs are: 1. Own- 
ers and landlords of premises 310-326 
East 23rd street, 301-311 East 22nd 
street, and 382-390 Second avenue, 
borough of Manhattan, city of New 
York; 2. Certain tenants of the afore- 
said buildings. They have instituted 


suit to obtain a judgment declaring 
that they are entitled, under the pro- 
visions of § 12 of the Transportation 
Corporations Law, to receive direct 
current electric service from defend- 
ant. They presently move to enjoin 
defendant from terminating such serv- 

ice pending the trial of the action. 
Plaintiff tenants have not at any 
time been customers of defendant. 
They are supplied with electric service 
by the plaintiff-landlords, who alone 
are customers of defendant, and who 
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have their own private generating 
plant. It is not denied that the ma- 
chinery used by the tenants requires 
direct current. 

All of the terms, conditions, and 
provisions which govern the supply of 
electric service by defendant to the 
plaintiff landlords are set forth, in ac- 
cordance with the provisions of § 66 
of the Public Service Law and the 
orders and regulations prescribed by 
the Public Service Commission pur- 
suant thereto, in the defendant’s filed 
and published tariffs, which are com- 
monly referred to as the defendant’s 
rate schedule. Defendant presently 
supplies to the plaintiff landlords, in 
accordance with the provisions of the 
rate schedule, certain quantities of 
alternating current, direct current on 
a firm or permanent basis, and direct 
current on a temporary basis. 

The direct current service which the 
plaintiffs seek to compel defendant to 
continue to supply, has been supplied 
only under the terms, provisions, and 
limitations of Rider “F,” which the 
Public Service Commission approxi- 
mately two years ago, after investiga- 
tion and hearing, determined and re- 
quired the defendant to terminate on 
January 1, 1950. Moreover, Rider 
“F” contains the express provision: 
“Upon the discontinuance of direct 
current service made available here- 
under, the company shall be under no 
obligation further to supply to the 
premises any of the direct current 
service made available hereunder, and 
it will withdraw such direct current 
service, without any responsibility for 
any changes in customer equipment 


” 


It is not disputed that the plaintiff 
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landlords received repeated notices 
and warnings from the defendant ¢ 
the proposed termination of service 
and the affidavit of one of the landlords 
states: “The tenants were notified by 
the owners’ representative of the in. 
tention of the defendant-utility to dis. 
continue the direct current service 
which is redistributed to the respective 
tenants, and advised said tenants of 
the owners’ willingness to substitute 
alternating current service for the di- 
rect current service.” 

[1] Section 12 of the Transporta- 
tion Corporations Law, upon which 
plaintiffs rely, provides: “Gas and 
electricity must be supplied on appli- 
cation. Upon written application of 
the owner or occupant of any building 
within 100 feet of line of an 
electric corporation appropri- 
ate to the service requested, 
it shall supply electricity as 
may be required for lighting such 
building. . 

The foregoing provision does not 
prescribe any particular type or char- 
acteristics of electricity which a utility 
customer is entitled to demand and an 
electric utility obligated to furnish. 
Earl Carroll Realty Corp. v. New 
York Edison Co. 141 Misc 266, PUR 
1931E 297, 252 NYS 538. The ex- 
pressions, “appropriate to the service 
requested” and “electricity as may be 
required for lighting such building” 
cannot be reasonably interpreted to 
mean “direct current” or “alternating 
current,” or current of any specific 
phases, wires, volts, etc. 

[2] The continuance of the supply 
of direct current now supplied under 
Rider “F” would violate the deter- 
mination made by the Public Service 
Commission and the defendant's tariff 
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schedule, service regulations, and pol- 
icy for establishing a uniform distri- 
bution system based on alternating 
current. (See P.S.C. Case No. 13341 
—Re Furnishing of direct current 
electric service of Consolidated Edi- 
son Company of New York, Inc.— 
Report of E. A. Bamman, Hearing 
Examiner, approved by the Commis- 
sion November 29, 1949.) 
Furthermore, it appears it is wholly 
feasible for plaintiffs to secure a sup- 


ply of direct current either by using 
a transforming device or by operating 
the private electric plant on the prem- 
ises which formerly supplied such 
service before the Rider “F” provi- 
sions were established as part of de- 
fendant’s rate schedule. 

Plaintiffs have failed to show a clear 
legal right to the injunctive relief they 
seek and the motion is accordingly 
denied. 





VIRGINIA STATE CORPORATION COMMISSION 


Ex Parte Chesapeake & Potomac 
Telephone Company of Virginia 


Case No. 9626 
March 27, 1950 


PPLICATION by telephone company for approval of rate 
y \ increase; rate increase in lesser amount than requested 
granted. 


Return, § 111 — Telephone company. 


A return of 6 per cent upon the value of intrastate property of a telephone 
company, on the basis of original investment cost less depreciation plus 
materials and supplies and cash working capital, was held to be fair and 


reasonable. 


(King, C., dissents.) 


By the Commission: This proceed- 
ing, which was instituted by order en- 
tered herein under date of April 4, 
1949, upon the application of The 
Chesapeake and Potomac Telephone 
Company of Virginia for approval of 
certain revised schedules of rates, 
charges, rules, and regulations, to be- 
come effective for use in this state on 
May 10, 1949, and on successive bill- 


ing dates thereafter, as provided in 
the said schedules, and the effective 
date of said revised schedules of rates, 
charges, rules, and regulations having 
been suspended by the said order of 
April 4, 1949, and by successive or- 
ders herein so as to permit an inves- 
tigation concerning the reasonableness 
and justice of the proposal, came on 
to be heard on June 13, 1949, and on 
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subsequent dates as a result of con- 
tinuances granted herein, and having 
been fully heard, was taken under ad- 
visement on January 31, 1950; 

Whereupon, this matter now comes 
on this day to be finally heard and 
considered upon the application or 
petition of The Chesapeake and Po- 
tomac Telephone Company of Vir- 
ginia, and the revised schedules of 
rates, charges, rules, and regulations 
filed therewith; upon due proof of 
publication of notice heretofore di- 
rected to be given to the public by 
previous order herein; upon the ap- 
pearance of the applicant herein by 
counsel; upon the appearance of cer- 
tain intervenors as same appear from 
the transcript of the record herein; 
upon testimony of witnesses at the 
hearings hereof, as the same appears 
in the official transcript of the pro- 
ceeding; upon exhibits introduced at 
the hearings hereof and numbered “A” 
- and 1 through 137, respectively ; upon 
relevant records in the files of the 
Commission; upon the entire record 
herein; and upon argument of coun- 
sel ; 

Upon consideration whereof, the 
Commission is of the opinion that : 

‘1. The value of the intrastate prop- 
erty of The Chesapeake and Potomac 
Telephone Company of Virginia, as of 
September 30, 1949, on the basis of 
original cost investment, less deprecia- 
tion, plus materials and supplies and 
cash working capital is $92,331,063 ; 

2. The net return, under present 
schedules of rates, is approximately 
3.7 per cent upon the above valuation ; 

3. The net return, under proposed 
schedules of rates filed in this case, is 
estimated to be approximately 6.4 per 
cent upon the above valuation ; 


4. In view of all the facts and cir. 
cumstances of this case, a fair and rea- 
sonable return should not exceed 6,0 
per cent upon the above valuation; 

5. Reductions in the proposed rates 
filed in this case on April 4, 1949, 
hereinafter ordered, in the amount of 
about $621,000 per year, would pro- 
duce a net return of slightly less than 
6.0 per cent upon the above valuation 
[order omitted]. 


KinG, Chairman, dissenting: I can- 
not concur in the order signed by my 
colleagues for the following reasons: 


I find that the fair value of the 
property of the company for rate-mak- 
ing purposes in this case to be $92,- 
000,000, which includes all of its in- 
trastate property, less depreciation, 
plus an allowance for working capital 
and materials and supplies. I am 
further of opinion that, under all the 
facts and circumstances of this case, 
a return of 5.5 per cent upon this value 
will be sufficient and constitute a fair 
and reasonable return to this com- 
pany. 

This rate of return will produce net 
annual earnings of $5,060,000. The 
evidence shows the net intrastate earn- 
ings of the company, as of September 
30, 1949, annualized, amounted to 
$3,436,782, subtracting the two, I 
arrive at net earnings needed of $1,- 
623,218. When this is expressed in 
gross earnings, I find that the com- 
pany should have additional gross rev- 
enue of $2,751,216 instead of the 
$4,041,000 requested. This differ- 
ence of $1,289,784 I would spread 
among the ordinary business and resi- 
dential subscribers of the company, 
excepting special services, extensions 
and tolls. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Michigantown Cooperative Telephone 


Company 


No. 21808 
February 3, 1950 


APPLICATION for authority to eliminate free interexchange 


telephone service; granted. 


Rates, § 573 — Telephone — Free interexchange service. 


A telephone company which for several years has been handling calls through 
another exchange as free service, while a company operating the other 
exchange has been making charges in the opposite direction, should be author- 
ized to eliminate the free interexchange service and substitute message toll 
service where the free service on calls away from the company’s exchange not 
only fails to produce any revenues but service on a single existent free toll 
circuit is wholly inadequate, while the company operating the other exchange 
is in a position to provide as many trunk lines as may be necessary for toll 


service. 


APPEARANCES: Edwin D. Record, 
Michigantown, for petitioner; Walter 
F. Jones, Assistant Public Counsellor, 
for the public. 


By the Commission: On the 29th 
day of November, 1949, the Michigan- 
town Cooperative Telephone Com- 
pany, Michigantown, Indiana, filed 
with the Public Service Commission 
of Indiana its petition for authority to 
establish a schedule of rates and 
charges for message toll telephone 
service on calls from Michigantown, 
Indiana, to Frankfort, Indiana. 

Pursuant to notice by publication 
as required by statute, a public hear- 
ing was held in the above-entitled 
cause in the rooms of the Commission, 
401 State House, Indianapolis, In- 
diana, at 10 a. M., January 30, 1950, 
with appearances as above noted. 


Oral testimony in support of the 
petition was offered by Mr. Willard 
Perrel, president of petitioner. 

The evidence disclosed that for 
many years, calls placed by subscrib- 
ers at the Frankfort exchange of the 
Indiana Bell Telephone Company to 
subscribers at petitioner’s Michigan- 
town exchange have been handled as 
toll calls at rates in accordance with 
said Indiana Bell Telephone Com- 
pany’s message toll telephone tariff on 
file with this Commission, whereas 
calls placed by subscribers at petition- 
er’s Michigantown exchange for sub- 
scribers at the Frankfort exchange of 
the Indiana Bell Telephone Company 
have been handled as free service calls 
by petitioner. 

The evidence further shows that 
free service on calls from the 
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Michigantown Cooperative Telephone 
Company to the Frankfort exchange 
of the Indiana Bell Telephone Com- 
pany not only fail to produce any rev- 
enues for petitioner, but that service 
on the one existent free toll circuit is 
wholly inadequate for subscribers of 
petitioner. 

The evidence further indicates that 
the Indiana Bell Telephone Company 
is in a position to provide as many 
trunk lines as are necessary in or- 
der to take care of toll services from 


Michigantown to its Frankfort ex. 
change. 

The Commission, having heard and 
considered the evidence in the above. 
entitled cause and being duly advised 
in the premises, now finds that peti- 
tioner should be authorized to estab- 
lish message toll telephone service in 
lieu of the existing free service on 
calls from subscribers at petitioner’s 
Michigantown exchange to subscrib- 
ers at the Frankfort exchange of the 
Indiana Bell Telephone Company. 
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G-E Building World’s Largest 
Testing Station 


Cx STRUCTION of a new high-capacity short- 
circuit testing station, the largest of its 
type in the world to test switchgear equipment, 
was announced by R. F. Tinnerholm, manager 
of General Electric’s Switchgear Divisions. 

Located near G-E’s switchgear plant in Phil- 
adelphia, the test station will be capable of de- 
livering three million kilovolt-amperes at gen- 
erator voltages on a three-phase symmetrical 
basis and testing power circuit breakers and 
other switchgear apparatus at voltages up to 
and including 440,000 volts. The new facility’s 
proximity to the actual manufacture of 
switchgear equipment will greatly facilitate 
testing and designing. Heretofore, switchgear 
equipment has been sent to the company’s fa- 
cilities in Schenectady, N. Y., for test. 


A. J. Maslin Promoted 
At Westinghouse 


f geet> MASLIN has recently been appointed 
assistant to the engineering manager of 
the Westinghouse Electric Corporation, Trans- 
former Division at Sharon, Pa. In his new 
assignment, he will continue to head the Gen- 
eral Transformer Development Section and in 
addition will be responsible for transformer 
insulation development and coordination of 
a other engineering projects at the Sharon 
plant. 


Burroughs Exhibits Three New 
Additions to Product Line 


Bomovcus AppING MACHINE COMPANY ex- 
hibited three entirely new additions to its 
product line in the 1950 Office Machinery and 
Equipment Exposition, held recently in Cleve- 
land, Ohio, 

Featured was the company’s “Sensimatic” 
accounting machine, embodying a new type 
of automatic control through a “sensing” unit, 
which contains a pre-arranged set of controls 
for specific accounting jobs. This control unit 
makes possible a wide range of flexibility. 
Each unit contains four entirely different ac- 
counting programs and may be removed com- 
pletely and replaced by another unit designed 
for four totally different accounting jobs, The 
number of possible variations in controlling 
the functions of the machine and in accom- 
modating it to various types of accounting 
forms, runs high into the millions. 

Another new Burroughs machine displayed 
was an automatic ticket-issuing and account- 


Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relatin, 
to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 








ing machine for railroads, airlines, and bus 
lines, which will automatically print tickets 
to any destination from blank stock, showing 
the date, serial number, fare, type and class of 
ticket—thus replacing the large supply of pre- 
printed tickets presently required. 

Burroughs display also included the latest 
improved Bell and Howell microfilm equip- 
ment, which Burroughs distributes and serv- 
ices. The microfilm Recorder, which embodies 
26 new features, reproduces photographically 
both sides of a document simultaneously and 
can be equipped with automatic units capable 
of feeding check-size documents into the ma- 
chine at the rate of more than 400 per minute. 

Other new Burroughs machines at the Cleve- 
land show included a new automatic bank ac- 
counting machine and a new payroll machine. 
The payroll machine makes possible more 
efficient handling of the calculation and prepa- 
ration of payrolls through automatic features 
which prepare several records simultaneously. 

Also on display were new model Burroughs 
machines designed to handle such specialized 
figuring tasks as cycle billing, which cuts bill- 
ing time to a minimum through automatic 
operation; and receipting and validating, pro- 
viding both versatility and protection for 
utilities, tax offices, and stores. 


Combustion Elects Two 
New Vice Presidents 


G. Exspon and William P, E. Ainsworth 

e have been elected vice presidents of Com- 

bustion Engineering-Superheater, Inc., New 
York. 

Mr. Ebdon joined the company in 1917 and 
since 1925 has served successively as manager 
of the Proposition Department; sales engineer, 

(Continued on page 46) 





MEND- IT-SLEEVE 


Permanently repairs 
broken coils in electric 
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New York district office; and assistant general 
sales manager. In 1941 he was appointed gen- 
eral sales manager of boilers and related equip- 
ment. He will continue in the latter capacity, 
working in association with Donald S. Walker, 
> company’s vice president and director of 
sales. 

Mr. Ainsworth entered the employ of the 
company in 1921 as a service engineer and 
later became manager of the Service and Erec- 
tion Department. In 1939 he was appointed 
general purchasing agent and in 1942 was also 
made production manager. As a vice president 
he will continue in charge of purchasing and 
production for the company’s six American 
manufacturing plants. 


New RLM Specifications 
Booklet Published 


A arans edition of the RLM Speci- 
fications Booklet, containing four off- 
cially-approved new specifications, as well as 
important revisions of existing RLM Specifi- 
cations, has been issued by the RLM Standards 
Institute, Chicago, Ill. Entitled “RLM Stand- 
ard Specifications for Industrial Lighting 
Units,” this 44-page booklet contains detailed 
specifications for 18 different fluorescent and 
incandescent industrial lighting units which 
carry the RLM Label. It is available without 
charge to anyone interested in the proper plan- 
ning of lighting for industry, business, schools, 
institutions, etc. 


Hotpoint Vice President Elected 
Wms A. Kissock has been elected vice 

president of industrial relations, by the 
board of directors, Hotpoint, Inc., James J. 


Nance, president, announced recently. Mr. 
Kissock previously has been manager of the 
department, a position he has held since he 
joined the company in 1949. 

Before joining Hotpoint he headed indus- 
trial relations for the Flintkote Company. 


G-E Appointment 


T= appointment of A. E, Higgins to the 
newly created post of manager, gas utility 
relations, Air Conditioning Department, Gen- 
eral Electric, was announced recently by H. M. 
Brundage, manager, sales division. Creation of 
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the new position is in line with the company’s 
increased activities in the gas heating field. 
Prior to the appointment, Mr. Higgins was 
vice president of the Rockwell Manufacturing 
Company, International Division, New York. 


Electric Utilities Conducting 
Large Expansion Programs 


| wy construction programs are being con- 
ducted by the electric utility companies to 
meet unprecedented demands for service. In 
annual reports for 1949, many companies give 
a brief summary of their last year’s construc- 
tion activities and plans for 1950. The follow- 
ing excerpts, taken from a number of these 
reports, indicate the extent of these expansion 
programs. 

Alabama Power Company (Birmingham, 
Ala.) made gross additions to plant for the 
years 1946 through 1949 amounting to 
$63,607,970. It is anticipated that additions 
totaling over $37,000,000 will be made in 1950 
and 1951. 

American Gas and Electric Company (30 
Church St., New York 8) spent $189,350,000 
from 1947 through 1949 on system improve- 
ments and additions. It plans to spend another 
$135,650,000 by the end of 1951, to raise the 
estimated total for new facilities in the five 
year period to $325,000,000. 

Arizona Edison Company, Inc., (Phoenix, 
Ariz.) reports that its 1949 construction ex- 
penditures—$2,214,611—-were the largest in the 
company’s history. The company proposes to 
spend approximately $1,500,000 in 1950. 

The California Oregon Power Company 
(Medford, Ore.) plans to continue during 
1950 its vigorous program of system expan- 
sion. Expenditures authorized for 1950 amount 
to $10,330,502. 

California-Pacific Utilities Company (San 
Francisco, Cal.) invested $1,500,194 in 1949 on 
expansion, the highest one-year total to date, 
placing $1,115,495 in new construction of elec- 
trical properties, $277,238 in utility gas and 
tank gas facilities, $65,481 in the water de- 
partment, and $41,980 in telephone and other 
facilities. The construction budget for 1950 is 
$1,172,000. 

Carolina Power & Light Company (Raleigh, 
N. C.) plans an expenditure of $18,000,000 for 
new construction during 1950. More than one- 
half of this amount will be spent for the com- 
pletion of the Lumberton steam electric gen- 
erating plant and to provide for initial stages 
of construction of the Goldsboro steam electric 
generating plant. 

Central Illinois Light Company (Peoria, 
Ill.) has invested over $16,000,000 in the im- 
provement and enlargement of electric and 
gas plant property during the last three years. 
Expenditures for construction in 1949 totalled 
$5,186,567. 

Central Power and Light Company (Corpus 
Christi, Tex.) reports that 1949 was the biggest 
year of expansion in the company’s history, 
with a total of $10,408,200 spent for new facili- 
ties. 

Central Vermont Public Service Corporation 

(Continued on page 48) 
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i) America S 
\ Furnace 


Modernizing America’s bi- 
tuminous coal mines has 
meant replacing ‘‘pick-and- 
shovel’’ mining with ma- 
chines. Today more than 
91% of production is me- 
chanically cut and 60% is 
mechanically loaded. As a 
result the worker in a 
modern mine is less and 
less a ‘‘miner,’’ more and 


more a skilled machine 
operator. Largely as a re- 
sult of this modernization, 
the American miner’s aver- 
age daily output is five 
times greater than that of 
the British miner—and the 
American miner's take- 
home pay is higher than 
that’ paid by any other 
major American industry. 
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(Rutland, Vt.) expended $1,470,738 during 
1949. The bulk of this was for extensions an 
improvements to the electric distribution sys- 
tem. 

Citizens Utilities Com (Greenwich, 
Conn.) has a construction budget for the cur- 
rent year of $1,632,000. 

Columbus and Southern Ohio Electric Com- 
pany (Columbus, Ohio) spent approximately 
$18,468,500 during 1949. The company expects 
to spend more than $45,000,000 on additions 
and improvements during 1950, 1951, and 1952. 

Commonwealth Edison Company (Chicago, 
lil.) spent $119,722,914 in 1949 for construc- 
tion. Estimated expenditures for the years 
1950 through 1953 amount to $290,000,000, sub- 
ject to change as conditions require. The pro- 
grams may be increased by as much as $40,- 
000,000 depending upon studies now being 
made. 

The Connecticut Light and Power Company 
(Hartford, Conn.) reports that expenditures 
in 1949 for its expansion program reached a 
postwar peak. The largest single project was 
the installation of a 66,000 kilowatt turbo- 
generator at the Devon steam plant. It will be 
followed this year with the addition of an- 
other unit of the same capacity. 

Consolidated Edison Company of New York, 
Inc. (4 Irving Pl., New York 3) reports that 
its construction expenditures for 1949 amount- 
ed to $78,000,000 making a total of $263,000,000 
since the end of the war. Present plans for the 
period 1950-1953 total $257,000,000. 


Consumers Power Company (Jacks 
Mich.) invested $38,443,374 in additions to oa 
improvements of its electric and gas facilities 
during 1949, for a total of $191,742,199 during 
the period 1939-1949. A $40,000,000 construc- 
tion program is planned for 1950. 

The Dayton Power and Light Company 
(Dayton, Ohio) reports that its construction 
and expansion program started in 1946, and 
scheduled for completion in 1952, is about 61 
per cent completed. It is estimated to cost $94- 
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The Detroit Edison Company (Detroit, 
Mich.) invested more than $51,000,000 in new 
construction in 1949, passing the half-way 
mark in its present 400,000 kilowatt expansion 
program. 

Duquesne Light Company (Pittsburgh, Pa.) 
spent $21,250,000 in 1949 for additions to plant. 
It is indicated that construction in 1950 will 
amount to $20,600,000. 

The Empire District Electric Company 
(Joplin, Mo.) spent more than $5,500,000 dur- 
ing 1949 for new construction. 

Florida Power Corporation (St. Petersburg, 
Fla.) spent almost $10,000,000 for expansion 
of the property in 1949. 

Florida Power and Light Company (Miami, 
Fla.) has a 6-year (1946-1951) construction 
program, aggregating $108,000,000. Expendi- 
tures for 1949 totaled $18,700,000. It is ex- 
pected that $18,000,000 will be spent during 
1950, and $19,000,000, in 1951. 

(Continued on page 50) 
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Cresta Powerhouse, on the 
Feather River, came on the 
sit line in November, 1949 and 

’ produces 101,000 horse- 
ew power. 
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Powerhouse, on the 
Yuba River, started pouring by San Francisco Bay, 
out 40,200 horsepower for a big 298,000 new horse- 
California in Jume, 1949. power in February, 1949. 












































t Point Powerhouse, on Electra Powerhouse, on the began turning 

Mokelumne River, added Mokelumne River, produces — horsepower in May, 
sother 21,000 horsepower 133,000 horsepower. It came 1948. to 235,000 
November, 1948. on the line in July, 1948. HP last month. 











BUILDING A MORE POWERFUL CALIFORNIA 


Shown here, stacked like giant building blocks, is 
P.G. and E’s. answer to the growing need for electric 
power in Northern and Central California. Seven 
powerhouses have been completed since the war... 
five of them “hydro” plants on mountain rivers, and 
two steam-driven. Two more giant steam plants, each 
designed to produce 402,000 horsepower, are under 
construction and slated for completion by mid-1951. 
Here is ample proof that private power companies 
are able to meet today’s tremendous power demands 
... without subsidy or tax exemption. 





P-G-evE: PACIFIC GAS AND ELECTRIC COMPANY 


INDUSTRIAL PROGRESS—( Continued) 








HOW TO DESIGN 
AND INSTALL 
HEAT PUMP SYSTEMS 











HERE is a book to give you the 

latest data on today’s most 
effective heating and cooling device. 
It brings you up-to-the-minute on 
design, operation, and capabilities 
of heat pump systems... guides you 
in installation designs for private 
homes, industrial plants, and com- 
mercial buildings . . . shows you 
how heat pump installations affect 
utilities. 





JUST PUBLISHED! 


HEAT PUMP 
APPLICATIONS 


By Emery N. Kemler, 
Associate Director, Southwest Research Institute 
and Sabert Oglesby, Jr., 
Instructor in Electrical Engineering, 
Purdue University 
300 pages, 6 x 9, 260 illustrations, $6.00. 


|, Qiwen engaged in heating, ventilation, 

refrigeration, or home construction work 
will find this survey of the American and 
European heat pump fields a valuable tool in 
day-to-day operations. This manual gives con- 
cise and complete discussions of heat pump 
elements, compressors, fans, ducts, electric mo- 
tors, accessories, heat pump cycles, and the 
thermodynamics of refrigerants and cycles. 
Extensive use is made of diagrams, charts and 
tables. 





Some of the data this book 


gives you: 
concise description of 8 commercial, 11 indus- 
trial, and 4 residential heat pump installations 
a step-by-step explanation of how the heat 
pump works 
current applications of refrigerants to heat- 


Pp es 
fre Sehestion of equipment with regard to econ- 
omy and comfort, etc., etc. 
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Houston Lighting & Power Company 
(‘Houston, Tex.) expended approximately 
$26,968,000 during 1949. The construction 
budget for 1950 is about $19,000,000. 

Idaho Power Company, (Boise, Idaho) re- 
ports that 1949 witnessed the peak of the com- 
pany’s postwar construction program with the 
expenditure of nearly $23,000,000. In the year 
1950, - “iemaane are expected to total about 


Interstate Power Company (Dubuque, 
Iowa) reports that property additions for the 
five-year period ended December 31, 1949, were 
$23,396,411, of which $5,849,632 was spent dur- 
ing 1949. The 1950 construction program is ex- 
pected to amount to $6,500,000. 

Kansas City Power & Light Company 
(Kansas City, Mo.) reports that its construc- 
tion program reached a postwar peak in 1949, 
with utility plant expanding from $112,654,804 
to $125,875,584 during the year. Additions 
planned for 1950, 1951, and 1952 are estimated 
at $43,000,000. 

Louisville Gas and Electric Company (Louis- 
ville, Ky.) spent over $11,000,000 in 1949—an 
all time high. A construction budget of ap- 
proximately $9,100,000 has been authorized, 
ost $8,700,000 of which will be expended in 

Metropolitan Edison Company (Reading, 
Pa.) reports that additions to the property of 
the company and its subsidiary during the year 
1949 totalled $11,926,935. The present forecast 
of construction expenditures for the years 
1950, 1951, and 1952 exceeds $45,000,000. 

Middle South Utilities, Inc. (2 Rector St, 
New York 6) reports that present construction 
plans for its system companies will require the 
expenditure of about $90,000,000 in the next 
two years. 

Minnesota Power & Light Company (Du- 
luth, Minn.) embarked upon a 3-year expan- 
sion program in 1947 contemplating the ex- 
penditure of about $14,000,000. The program 
has been expanded to a 5-year expenditure 
as about $22,000,000 to be completed in 


Mississippi Power Company (Gulfport, 
Miss.) completed the largest single year con- 
struction program in the company’s history in 
1949—over $6,000,000 was spent for new gen- 
erating, transmission, distribution, and related 
facilities. 

The Montana Power Company (Butte, 
Mont.) is going ahead in 1950 with two major 
construction programs, which include a 66,000- 
kilowatt steam-electric generating station and 
an 83-mile natural gas transmission line. It is 
estimated that the program for 1950 and 1951, 
will require $28,000,000. 

Mountain States Power Company (Albany, 
Ore.) expended $4,448,000 in 1949 on construc- 
tion, approximately $219,000 less than the 
record-breaking expenditure of 1948. . 

New York State Electric & Gas Corporation 
(Ithaca, N. Y.) spent $18,350,000 for new con- 
struction in 1949, the highest amount in the 
company’s history. New construction is con- 
templated during the next three years, 1 
through 1952, involving expenditures of $55; 

(Continued on page 52) 
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Electric Power for Every Purpose 


CHESTERFIELD station, recently doubled in capacity, 
is now to have another 100,000 Kw. unit added. 


ELECTRIC power already is available to 
over 90% of the people of Virginia (86% 
of the farms are now connected) and new 
customers are being connected up on the 
Vepco System ‘at the rate of one customer 
every four minutes ... or 120 new customers 
per working day. That was the record for 
1949 when 31,406 new customers were 
connected, including over 19,000 rural cus- 
tomers, a gain of over 7%, the largest 
increase in any year in the history of the 
company. 

Looking to the needs ahead, a long- 
range construction program, involving the 
expenditure of $150,000,000, was begun 
in 1946. Besides transmission lines, sub- 
stations and interconnection facilities with 
our neighbors, the construction program in- 
cludes six new steam generating units 
which, when completed in 1952, will add 


IRGINIA ELECTRIC AND POWER COMPANY 


400,000 Kw. capacity to the Vepco sys- 
tem, 220,000 Kw. of this new capacity 
now being in operation. A hydro-develop- 
ment on the Roanoke river near Roanoke 
Rapids, N. C., to develop a further 90,000 
Kw. of electric power also is on the program 
for construction as soon as the necessary 
approval is obtained from the Federal 
Power Commission where application for a 
license to make this development is now 
pending. 

There has been no curtailment of Electric 
Power in the Vepco territory and the added 
capacity resulting from this expansion pro- 
gram assures an adequate supply of 
reliable electric power on the Vepco System 
where the combination of natural resources, 
good climate, excellent transportation, 
splendid workers and other advantages 
invite industrial development. 
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800,000, of which about $20,000,000 is for the 
year 1950. 

Niagara Mohawk Power Corporation (Ni- 
agara, N. Y.) reports that its three year con- 
struction program, 1948-1950, is expected to 
amount to approximately $113,000,000. About 
$70,000,000 was expended by the end of 1949 
and $43,000,000 is budgeted for the year 1950. 

Northern States Power Company ( Minneap- 
olis, Minn.) has a five-year construction pro- 
gram, 1947-1951, which contemplates extensive 
additions and improvements to system proper- 
ties involving estimated expenditures of  ap- 
proximately $160,000,000. Expenditures during 
1949 amounted to $39,047,586. 

Oklahoma Gas and Electric Company (Okla- 
homa City, Okla.) reports that since the close 
of the war, the company has expended $46,- 
500,000 in new plant. The total construction 
budget for 1950 amounts to $16,150,000. 

Pacific Power & Light Company ( Portland, 
Ore.) reports that its postwar building pro- 
gram reached a new peak during 1949 with 
$8,999,213 spent for additions and betterments 
to the system. This exceeded by $680,000 the 
amount spent in 1948, the previous record 
year. Since 1945, more than $29,000,000 of new 
construction has been carried on by the com- 


pany. 

Pennsylvania Electric Company (Johns- 
town, Pa.) spent $13,300,000 in 1949 for ex- 
pansion and improvement of facilities. To keep 
pace with the growing demand for electricity, 
$15,600,000 has been budgeted for 1950. 

Pennsylvania Power Company (New Castle, 
Pa.) expended $2,614,805 in 1949 on new con- 
struction. During the year, ground was broken 
on an 85,000-kilowatt addition to the New 
Castle Power Plant, estimated to cost $12,171,- 
ee The addition is scheduled for completion 
in { 

Pennsylvania Power & Light Company 
(Allentown, Pa.) spent $32,000,000 on con- 
struction in 1949, Its budget for 1950 is $28,- 
600,000. For the three years ending with 1952, 
it is estimated that the total expenditure will 


Philadelphia Electric Company (Philadel- 
phia, Pa) reports expenditures of $40,512,403 
were made during 1949 for additional generat- 
ing capacity, for extensions and reinforcements 
of the transmission and distribution system, 
and for additions to the gas and steam proper- 
ties. Estimated construction expenditures for 
the year 1950 are budgeted at approximately 


Potomac Electric Power Company (Wash- 
ington, D. C.) spent $23,621,163 on construc- 
tion during 1949. It is estimated that gross 
— +a during 1950-1952 will total $42,- 


Public Service Company of New Hampshire 
(Manchester, N. H.) spent $10,233,750 in 1949 
for additions to and replacements of equip- 
ment and other facilities. 

Rochester Gas and Electric Corporation 
(Rochester, N. Y.) reports that the cost of 
additions and improvements to the company’s 
system during the year totaled $11,001,179. The 
construction budget for 1950 is estimated at 
$13,588,805. Of this amount, $9,810,279 is for 


the electric system; $2,925,340 for additions 
JUNE 8; 1950 


and improvements to the gas system; and 
$853,186 for the steam heating and common 
utility plant. 

San Diego Gas & Electric Company (San 
Diego, Cal.) completed several notable con- 
struction projects in 1949, including the new 
Moreno-to-San Diego transmission line bring- 
ing in Texas natural gas. The part of this line 
built by the company cost about $2,400,000. It 
increases the company’s natural gas supply by 
more than 100 per cent. A budget of approxi- 
mately $12,500,000 has been approved for 1950. 

Southern California Edison Company (Los 
Angeles, Cal.) spent $70,227,085 in 1949. The 
budget for 1950 totals $51,518,523, or $18- 
708,562 less than such expenditures for 1949. 

Southern Indiana Gas and Electric Company 
(Evansville, Ind.) has a $15,000,000 program, 
begun in 1948 and continuing through 1951, 
which will provide expanded electric and gas 
supply. 

Texas Utilities Company (Dallas, Tex.) re- 
ports that since the end of 1945, its subsidiaries 
have made net additions exceeding $100,000,- 
000 to their plant accounts, an increase of about 
66 per cent. Total additions of approximately 
$39,000,000 were made in 1949. Construction 
work in progress at the end of the year ex- 
ceeded $20,000,000. 

The Tucson Gas, Electric Light and Power 
Company (Tucson, Ariz.) expects that total 
construction expenditures for the year 1950 
will amount to approximately $1,283,000. 

Union Electric Company of Missouri (St. 
Louis, Mo.) reports that a long stride was 
taken in its 15-year 000,000 expansion pro- 
gram during 1949 with a record of $36,500,- 
000 spent for construction—the greatest 
amount ever invested in any one year in new 
property by Union Electric. Budgeted ex- 
penditures for 1950 total $37,000,000; and for 
the five years ending in 1954, $137,000.000. 

Virginia Electric and Power Company 
(Richmond, Va.) has a construction program 
for 1946-1951 which will require the expendi- 
ture of approximately $153,800,000. The esti- 
mates for 1950 and 1951 total $66,500,000 of 
which $37,500,000 will be expended in 1950. 

The Washington Water Power Co. (Spo- 
kane, Wash.) conducted another tremendous 
building program during 1949 with more than 
$4,000,000 being expended for new and im- 
proved facilities. Another $5,000,000 has been 
allocated for 1950’s construction program. 

Western Light & Telephone Company, Inc. 
(Kansas City, Kan.) spent approximately 

700, on additions, extensions, and re- 
placements during 1949, as compared with 
$2,800,000 spent in 1948. The construction pro- 
gram for 1950 will require expenditures in 
excess of $3,000,000. : 

Wisconsin Electric Power Company (Mil- 
waukee, Wis.) is engaged in extensive con- 
struction activities which, for the three year 
period, 1949-1951, will require expenditure of 
about $42,400,000. Additions and improvements 
in 1949 amounted to $16,757,134. 

Wisconsin Power and Light Company 
(Madison, Wis.) spent $8,815,000 in 1949 for 
expansion purposes. The construction budget 
for 1950 is estimated at $10,700,000. 
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OMPARE the extra-value, 
eo. a extra-service features 

. “| ~—-you get only in GMC trucks 
TRUCK BUYER’S GUIDE and you’ll understand why 
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: Y_ TO 2 TONS they deliver more miles — 

- How leading makes of trucks compare in twelve major features that with lowest maintenance 

: insure greater dependability, longer life and lower maintenance. and repair costs. They’re 

1 FEATURES Saar real trucks — truck - built 

‘ caeasamnaiiaiban onl ost tae from bumper to taillight. See 
hanes a thn for yourself—get the story 








r 
; epee NO} NO | NO | YES from your GMC truck dealer. 
LEADS IN USABLE TORQUE no | NO | NO | NO GMC TRUCK & COACH DIVISION 





yee cen General Motors, Pontiac, Michigan 


$ * of all main bearings and piston pins 


SYNCHRO-MESH TRANSMISSION 
with Cushion Dise Clutch 


Easy-Turn Recirculating 
BALL-BEARING STEERING GEAR 


SEPARATELY MOUNTED FENDERS, GRILLE 
AND for ical repair 


NO NO | YES 


NO 
YES | otw,| YES | YES 








YES} NO | NO | NO 
NO | NO | NO | NO 











TORSIONAL DAMPENER 
) for engine smoothness 


BUILT-IN RADIATOR EXPANSION 
TANK— prevents coolant loss 


DOUBLE-WRAPPED FRONT SPRING 
EYES for front axle stability 
TOCCO-HARDENED CRANKSHAFT 
Dynamically balanced 


STEEL-BACKED AIRPLANE TYPE 
MAIN AND ROD BEARINGS 


YES | YES | NO | YES 
NO | NO | NO | NO 











GASOLINE & DIESEL TRUCKS 









YES | joms,| NO | NO 
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rate structures that attract 


new capital 
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WHAT'S THIS NEWS 
ABOUT LONG ISLAND? 


Popy 

\ 

\ “ATION Gp 

NEW INDUSTRY! 
WATURAL GAS! 


we OWTH, 


A> 


® There's lots to tell about Long Island these 
days because it's just about the most rapidly 
growing area in the U.S.A. 


® Our Annual Report to Stockholders tells the 
story of present-day Long Island in concise 
form and shows what we are doing to meet 
its growing needs for Gas and Electricity. 
We will be glad to send you a copy. 


FILL IN AND MAIL THIS COUPON 





L '@) w®& G LONG ISLAND LIGHTING CO. 


250 Oid Country Road 


ISLAND Mineola, L. I., N. Y. 


Please send me a copy of your 1949 Annual 


LI Cs ~ T j N & Report to Stockholders. 
COMPANY 
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WITHOUT SPECIAL PROTECTION 


4 This transformer fire did $50,000 damage 


at an electric power station. 


MULSIFYRE NOW ON GUAR 


TO KILL OIL FIRES FAS 





When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray strikes 
the surface of the burning oil. 


Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing fires 
in flammable oils immiscible with water, wher- 
ever such oil is a fire hazard. There is no con- 
ductivity along the discharge of a Mulsifyre pro- 
jector when the spray strikes conductors carrying 
high voltages. 


Mulsifyre high-velocity projectors produce drops 
large enough and drive them fast enough to pene- 
trate the flames without complete vaporization in 
flight, but limit their velocity so the surface of the 
burning liquid is agitated into an emulsion instead 
of passing through the oil without fire-extinguish- 
ing effect. After a period of time, the emulsion 


| GRINNELLMadafyte 


EMULSION—EXTINGUISHMENT OF OIL FIRES 


Transformers at this 
tric power station are 
safeguarded by a G 
nell Mulsifyre installc 
Fast, automatic spray 
tion is being demo 
here. 


breaks down, oil and water separate, and the 
can be reclaimed. 


Mulsifyre systems have proven their effectiven 
during sixteen years of extinguishing transform 
fires. Today they protect hundreds of installatic 
all over the world. 


For information on Mulsifyre Systems or oth 
Grinnell Fire Protection Systems write t 
Grinnell Company, Inc., Providence, R. I. Offic 
in principal cities. 
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BOOKLET WORTH READING! ... The Company's 
Annual Report gives you a picture of a 
state that’s “going places” in industry as 
well as tourism. A copy is yours for the 
asking. Write to our General Offices 
in Miami, Florida. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securities—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management's 

recommendations with adequate votes of approval—on 
time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be suecessfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


. 


DUDLEY F. KING 


Associates: 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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How’s our electric company doing? 


There are few assets more valuable 
to a business-managed electric company 
than an active customer-owner and em- 
ployee-owner interest. What stronger 
bulwark against the creeping tide of 
socialism can you have! 


Equally important, the major source 
of the large amounts of equity capital 
required by our industry, today, lies in 
the savings of thousands of small in- 
vestors. Where are these small in- 
vestors? You'll find them in the wide 
middle swath of a cross-section of any 
community you serve. 

More than two-thirds of the 69,770 
stockholders of Pennsylvania Power & 
Light Company are Pennsylvania resi- 


dents. They own 58% of the shares. 
The number of these local owners has 
increased 40% in a little over a year- 
and-a-half. 

More than one-third of our employees 
are stockholders. 

Our stockholders are also small in- 
vestors, as demonstrated by a recent 
survey of the people who own our com- 
mon stock. There are as many with 
incomes below $4200 a year as with 
incomes above. 

This high level of interest by local 
people is fundamental to furthering 
the American Way. Doesn’t this 
fact demand consideration by every 
American business? 


PENNSYLVANIA POWER & LIGHT COMPANY 








FROM THE 


SMALLEST 


TO THE 


LARGEST 







500 Horsepower— 
83-foot Head 





57,000 Horsepower: 
81-foot Head 


Hyprautic turbines in all sizes, aggregating a rated output of more than 
using either Francis or propeller type 5,900,000 horsepower, have been furnished 
runners, have been built at Newport News for such plants as Grand Coulee, Hoover, 
for use throughout the United States and Norris, Wilson, Dnieprostroy, and many 
many parts of the world. others. Hydraulic turbine work now in 

Shown above is one turbine using a progress at Newport News is in excess 
16%4-inch runner in a cast iron spiral cas- of 1,000,000 horsepower. Inquiries are 
ing and another using a 23844-inch runner invited. 
in a riveted steel plate spiral casing. 





“Water Power Equipment” booklet will 
Newport News built hydraulic turbines, be sent upon request. 


NEWPORT NEW 


SHIPBUILDING AND DRY DOCK C 
NEWPORT NEWS, VIRGINI 
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On April 1, 1950, we mailed to the holders of the Company’s $5 
Preferred Stock the 100th consecutive quarterly dividend paid by the 
present Carolina Power & Light Company on its preferred stock—it was 
the 170th consecutive quarterly dividend mailed to preferred stock- 
holders since the predecessor Carolina Power & Light Company issued 
its first preferred stock in 1908. 


Although a full dividend was earned, only a half dividend was paid 
during seven quarters of 1933 and 1934 because of the uncertainty of 


conditions. The amount withheld was “caught-up” in 1936. 


It is a matter of pride to us that 83.5 per cent of the holders of the 


Company’s preferred stock are residents of the Carolinas. 


Of the total of more than 31,000 stockholders of the Company, 6,500 
are preferred stockholders who own an average of 25 shares each. The 
25,000 holders of the Company’s common stock own an average of 49 
shares each. The largest stockholder of the Company owns less than 


two per cent of the shares outstanding. 





(CAROLINA POWER & LIGHT COMPANY ) 
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The 
Analysts 
Journal 


--- 48 essential reading 


for every well-informed ” 








Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization ? 
should have it available | 

for ready reference 











Subscription Price — $4 per Year 


Published by " 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 











fast, economical, dependable 
trenching performance... 
tailored to utility needs 


More than 25 years of close-working 
cooperation with the nation’s utilities 
have tailored CLEVELAND TRENCHERS 
to your special needs. Widely different 
trench sizes, narrow city clearances, 
easily damaged walks and lawns, 
tough off-season digging, short scat- 
tered jobs, close deadlines—these are 
the problems CLEVELANDS are built to 
handle. Records prove you get more 
production—with lower fuel and main- 
tenance costs—over a longer working 
life. Call your local distributor today 
or write direct for the full CLEVELAND 
story...the perfect answer to your 
present and future trenching needs. 





THECLEVELAND TRENCHER 0.‘ .. 


LA AVER 





WUt 
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OFF THE PRESS! = PROCEEDINGS OF THE 
1949 CONVENTION OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 























Tuis important volume is printed in a limited 
edition. It contains valuable discussions and 
reports on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 























The Regulation of Small Telephone Companies—Prudent Investment—The Functions of 
Public Utility Rate-Making as a Medium for Selective Pricing—Transportation Regu- 
latory Problems (including discussions on the Results of the I.C.C. Waypbill Studies, J — ~ 
Mounting Railroad Passenger Service Deficits, Relative Costs of Short Haul v. Long § = * 
Haul Traffic)}—Disposition of Refunds in Natural Gas Impoundment Cases—Legislation 
—Corporate Finance—Valuation—Accounts and Statistics—Engineering. 


These and others $10.00 bes 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1949): 
Report of the Special Committee cooperating with the Federal Communications Commission 
in Studies of Telephone Regulatory Problems. This report brings up-to-date the studies of 
the Special NARUC Committee on Western Electric costs. It is 67 pages in length and 
Se EE WE 5 oa ccc choskusicarandsubeees yidees cabeekcaneeeenemarnks $2.00 


Telephone Report (1948): 
This report also deals with the problem of Western Electric costs to the telephone industry, 
which was augmented by the 1949 report. It is 78 pages in length and contains illustrations, 
tables and charts. (This report is not included in the volume of Proceedings above referred to.) $2.00 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops a 
system of procedure providing for allocating telephone operating expenses and investment 
among exchange, state toll, and interstate toll service on both the board-to-board and station- 
to-station bases of rate making (not included in the volume of Proceedings above referred 


Sie Se NE sai eer hctcnenecccpsn ey cod o6v meatus bcaclaseehees othe $2.00 
interpretations of Uniform System of Accounts for Electric Utilities .............. $1.50 
interpretations of Uniform System of Accounts for Gas Utilities ...............++. 1.50 
interpretations of Uniform System of Accounts for Water Utilities ..............+- 1.50 


(The above three Interpretations not included in the Proceedings) 











NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON 235, D. C. 
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Something to Grow On 


New additions like the one at our Trenton Channel Power Plant 
demonstrate Detroit Edison’s confidence in the future of south- 
00 eastern Michigan. 










Our entire $200,000,000 expansion program is being financed 
by private investors. Through dependable service, fair rates, and 
a sound financial structure, Detroit Edison has sustained the 
public’s faith in the soundness of private utility operation. 


Our constant purpose is to supply this important area with all 
the electric power it needs for industrial prosperity. 


S2s 8 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 








h 
HERE'S WHAT THE ARCHITECT SHOWED 
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Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible 
The Q-Floor is immediately used as plat 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” by headers for carrying the wires of every 








Write for the simple facts— hole, takes literally only « few minutes 
No muss with trenches. Tenants can have 
H. H. ROBERTSON COMPANY oom a oa = Se 
, as 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania tly flexibte feer plana heap 8 
Factories in Ambridge, Pe., Hamilton, Ont., Ell port, Englond ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 


Offices in $0 Principe! Cites mee Werld. Wide Building Service 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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3 PUBLIC UTILITY 
PRINTING SPECIALISTS | coy 
For more than a quarter of a century, Pandick Press — 
has worked closely with utility companies. Our printing : 
PROSPECTUSES 


» services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


ANNUAL REPORTS 


INDENTURES 


brochures in full color. 
Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ine 


time : 
22 THAMES ST., NEW YORK 6 Bauilicied 1008 71 CLINTON ST., NEWARK, NJ. 














S 1 to 30,000 


e 

= Distribution of operating company equities to owners of 
™ utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


“ 


Many of these problems can become routine 
with the help of our experienced organization. 


Wty aah gate codes fez never of exe lenfiet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 


—~ ~* ¢&seroeeeayag fF 
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“=\ SUNBUS ill 


a tradition 
leadershir 


On the evening of July 4th, 1883, Thomas A. Edison pk 

into operation the first three-wire central station electric lighting ple 
the world at Sunbury, Pa. Power was supplied to the old City Hotel 
blocks away which was then on the site now occupied by the Hotel E 


FUTURE 
EXPANSION 





eae 


The world’s largest power plant using The two 75,000 kw turbine generato 
pulverized anthracite has been completed are served by four 130-ft high 
recently on a site near Shamokin Dam Wheeler Steam Generators, the larges 
along the Susquehanna River about two ever built for direct firing of pulverizec 
miles below Sunbury, Pa. This 150,000 kw anthracite. 

installation, first of a number planned for 

the site, is part of the Pennsylvania Power An extension of 100,000 kw capacity 
& Light Company's network serving 28 now under construction, will be completed 
counties which cover an area of 9,500 in 1951 and equipped with 

sq miles in central eastern Pennsylvania. Wheeler Steam Generators. 


FOSTER WHEELER CORPORATION 165 BROADWAY 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, desigr, and construction. 

















Tue AMERICAN APPRAISAL Company 


ORIGINAL COST STUDIES «¢ VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
REW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
cad other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











$4 Ford, Bacon & Davis 
oS  ugase* SDaghaeiee -esrrseane 


NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 





Mention the FortnicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL Ino. 
ENGINEERS-DESIGNERS-CONSTRUCTORS 
NEW YORE LOS ANGELES 











GILBERT ASSOCIATES, Ivc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas : Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
I mee ad Ghaxees Reading @ New York © Houston Original Cost A dis 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 

















—— HENKELS & McCOY ——. 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WaYs 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE TRES TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. + Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 






































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 





Tne Kul rain Coyoozalion 


ENGrNEERS! CONSTRUCTORS 
1200 NORTH BROAD STREET, PHILADELPHIA ¥ | PA 


A 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer ie an Re Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











SANDERSON & PORTER 
ENGINEERS Sap 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Mention the FortnicHtLy—I¢ identifies your inquiry 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
. Sewage and Industrial Waste Problems 
almnelds, Refuse inclneratere, industrial Bulldings 
City Planning, Reports, ,-a — Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


mens Y Investi eee = Reports 
n connect 

rate mentten de ~ 7 fixed = ay 

reclassification, ori . security issues 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, mr and re 
ports, desi and s rvision of con- 
struction o Publie t tility Properties 


4106 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cxicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctTrIc Co. 


Electrical Contracting Engineers 


TRANSMISSION LiIngES—UNDERGROUND DIsTRI- 
BUTION — PowER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHICAGO 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 

1 — Reports—A 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 














W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York & 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 
DEPRECIATION 

For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


United States Testing Company, Inc 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 

















WESTCOTT & MAPES 


ncorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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HAT COAL 
OULD YOU BURN 


OR ECONOMY? Coal is without 
qual as the economical fuel — yet cost, 
one, does mot measure its economy 
inless it’s the RIGHT COAL FOR THE JOB! 


OR EFFICIENCY? Efficiency depends 
rimarily on scientific selection of the 
oal best suited to the individual plant. 
coal that burns efficiently in one 
plant may fail in another. 


OR BEST RESULTS? Scientific study 
by engineers who know coal and how 
9 burn it can answer all of these ques- 
jons for you — without guess-work, 
ithout bias, and to your greatest 
dvantage. Southern offers this service 
use it without obligation. 


“For today's 
BEST BUYS 
IN COAL 


look to Southern’ 


? 





IN COAL ENGINEERING 


Answering questions about coal is the most impor- 
tant part of our business. To make certain that the 
answers are correct, Southern’s engineering staff 
works in close cooperation with builders of firing 
equipment as well as with the mines that produce 
and prepare Southern’s coals. The mission of 
Southern engineers is to help industry attain maxi- 
mum economy and efficiency in the burning of 
coal to produce steam. Their success in accomplish- 
ing this mission is amply attested by the ever- 
increasing number of plants taking advantage of 
Southern’s engineering service—a service backed up 
by “Integrity in Coal Engineering!” 





General Office: 333 North Michigan Avenue, Chicago 1, Ill. 


Offices in; ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, KN 


XVILLE, LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 


Sinclair Coal Company, Kansas City 6, Mo. — Western Representatives 
Boon-Strachan Coal Company, Ltd., Montreal — Canadian Representatives 





4 WAY Optical Assembl} 
for very long spacing — 
in residential areas 


Here’s a new high-efficiency luminaire, 
designed especially for right-angle inter- 
sections in residential areas. Companion 
to the already popular two-way Type 
VR, the new four-way Type VR directs 
light into four narrow, high-angle beams, 
90 degrees apart. 

This luminaire will find its greatest 
application on streets carrying very light 
traffic where the economy of long spacing, 
with 4000- and 6000-lumen lamps, is 
desirable. The Holophane Verti-lateral 
refractor provides a high angle of maxi- 
mum candlepower—but with sharp cut- 
off above this angle. Because of the deeply 
shielded light source, the sharp cut-off, 
and the relatively low brightness of the 
apparent light source, glare is held to a 
remarkably low level. Minimum light is 
wasted on house fronts and off-street 
areas. 

This new 4-way Type VR assembly 
can be used with G-E Form 79 or 101 
aluminum hoods or with Form 45H and 
Form 72 wet-process porcelain insulators. 
Full information is available at all G-E 
Apparatus Sales Offices. Apparatus Dept., 
General Electric Co., Schenectady 5, N. Y. 


GENERAL 


This is the 4-WAY Type VR optical assembly on a Fo 
Using either 4000- or 6000-lumen lamps, the Type VRi 
both in installation and in operating costs. Ma» imum 
is emitted at a comparatively high angle, yet with e 
shielding to give long, narrow light distribution on all 
a 90 deg. intersection. 
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